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DETAIL ! 


All of us have been too patient with 
the time waste, and the inaccuracy 
of the usual methods for handling 
accounting and paper work. 


Figures are no good unless they’re 
/ fresh and accurate. Ditto one-writing methods get 
fresh, accurate answers! Ditto one-writing meth- 
ods are the natural response of business to the 
too-complex, repetitive systems in vogue. They 
are a revelation to executives who are charged 
with responsibility for payroll, inventory, 
accounting—they are a route to speed, accuracy 
and personal effectiveness. 


Send coupon for fascinating booklets, “The 
New Trend in Accounting,” and “Copies, Their 
Place in Business’”—a profitable move for any 
executive! 

DITTO, Inc. 
617 S. Oakley Blvd., Chicago 
Gentlemen: Without obligation please send me: 


( ) New D-44 Data 

( ) “Copies—Their Place in Business” 

( ) “A New Trend in Accounting—Order-Billing” 
( ) Arrange a Ditto demonstration for me 
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Educational Organization 


O HELP you in making suggestions, 
when asked by employees or by per- 
sonal acquaintances to suggest a plan of 
accounting training, your attention is 
called to the educational organization of 
the International Accountants Society, Inc. 
The five men composing the Executive 
Educational Committee are responsible 
for I.A.S. educational activities and pol- 
icies, with particular reference to text 
material, research, standards, and tech- 
nical methods. 

The sixteen Certified Public Account- 
ants composing the I.A.S. Faculty are 
actively engaged in preparing text ma- 
terial, giving consultation service, or 
grading students’ papers. Some give their 
time and attention exclusively to I.A.S. 
work. Others who are in actual practice 
of public accounting or corporation ac- 
counting, devote only part time to the 
work. Each subscriber secures the advan- 
tage of having his examinations handled 
by instructors from both groups. 

The forty members of the Advisory 
Board are outstanding Certified Public Ac- 
countants, business executives, attorneys, 
and educators, who counsel with the 
I.A.S. management, upon request, with 
respect to technical accounting, educa- 
tional, and business matters 


The uniformly high caliber of the men who compose the I.A.S. Staff is in itself eloquent testi- 
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Vice Chairman, Board of Directors, 
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Former Chairman, Board of Directors, 
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Director, Department of Management, 
New York University ; author of “Office 
Management” and other textbooks, 


GEORGE P. ELLIS 
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Practicing Certified Public Accountant ; 
Member of Faculty, International Ac- 
countants Society, Inc.; Former Pres- 
ident, Illinois Chamber of Commerce ; 
Former President, American Society of 
Certified Public Accountants; Former 
President, Executives Club of Chicago. 


STEPHEN GILMAN 
B.Sc., C.P.A. 


Vice President and Educational Direc- 
tor, International Accountants Society; 
Inc.; author of ‘Accounting Concepts 
of Profit,” ‘‘Analyzing Financial State- 
ments,”’ “Principles of Accounting,”’ 
and numerous technical articles on ac- 
counting and allied subjects. 
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mony as to I.A.S. training. The cooperation of Staff members in various advisory and consult- 
ing capacities provides the practical, broad viewpoint which is so necessary in adult education. 


To provide additional information which may be of value to you when asked to recommend a training plan, we shall 


be glad to mail you, upon request, a copy of our 52-page booklet“‘ACCOUNTING—The Way to Business Success.” 


of INTERNATIONAL ACCOUNTANTS SOCIETY, Inc. 
peocecccsc® iN 77 Cooreye LZ, Sa b, go ee. SHB 





‘\ 





SSCCOSHSHSSESSSEHSSHEHSESEELESESEEOES 
Seeeseeesseeseesoeaoeesveceosseseesese 


3411 South Michigan Avenue, Chicago, Illinois 








a 




















DATES AHEAD 


TENTH ANNUAL MEETING 


Controllers Institute of America 


September 29 and 30, and Oc- 


tober 1, 1941—New York 
City 
REGIONAL MEETINGS 

April 14—New York, Eastern 
Spring Conference 

April 18—Joint meeting of Cin- 
cinnati and Dayton Controls 

April 21—Detroit, Mid-Western 
Conference 

April 22—Washington, D. C., 
Joint meeting of Baltimore 
and District of Columbia Con- 
trols. 

May 13—Syracuse, Tri-Control 
Meeting (Buffalo, Rochester 
and Syracuse Controls) 

May 17 or 21—San Francisco, 
Pacific Coast Conference 


MEETINGS OF CONTROLS 


April 


April 1—Buffalo, Twin Cities 
April 2—Connecticut 

| April 3—Philadelphia 
April 8—Cleveland, Milwaukee 


April 14—Kansas City 

April 17—Los Angeles, San 
Francisco 

April 21—Syracuse 

April 22—New England, Indi- 
anapolis 


_ April 28—Pittsburgh, St. Louis 
_ April 29—Chicago 


April 30—Rochester 
May 


May 1—Philadelphia 
May 6—Twin Cities 
May 7—Connecticut 
May 8—Dayton 


May 12—Kansas City 

May 13—Cincinnati, Cleveland, 
Milwaukee 

May 14—Baltimore, Detroit 

May 15-——New York City 

May 26—New England, Pitts- 
burgh, St. Louis 

May 27—Chicago, District of 
Columbia 

May 28—Indianapolis 


NOTE: These 
Some changes may be made. 
the Controls may omit their monthly 
meetings to participate in regional 
meetings. 


are scheduled dates. 


Some of | 











THE LONG LOOK 


Are controllers too prone to 
worry about ‘how’ to do things, 
instead of ‘‘what’’ to do? That 
was the question asked by a 
leader in controllership circles 
who called at the headquarters 
of The Controllers Institute of 
America recently. 

His suggestion was that con- 
trollers generally should accus- 
tom themselves to taking the 
larger view—the look ahead— 
the appraisal of the real mean- 
ing and outcome of important 
moves made by governmental 
agencies, by the larger business 
concerns, and by professional and 
technical bodies—to put them- 
selves and their companies in a 
position to meet emergencies and 
changed conditions. 

“Controllers should not permit 
themselves to become immersed 
in the details and technicalities 
of their work to the extent that 
they fail to see the larger pic- 
ture,’’ said this observer. ‘’They 
will be of greater value to their 
managements if they do look 
ahead, and estimate the effects 
of political and economic devel- 
opments.’ 


This is Conference month— 
and next September will be 
Tenth Anniversary month—for 
The Controllers Institute of 
America. Two regional Confer- 
ences of Controllers are on the 
schedule this month, in New York 
City and in Detroit; and the Pa- 
cific Coast Conference is sched- 
uled for mid-May. 

Chairman Oscar N. Lindahl, 
of the committee which has 
charge of the arrangements for 
the Tenth Anniversary Meeting 
of The Institute next September 
already has his committee at 
work. Suggestions are invited. He 
calls on all members to contribute 
their ideas and suggestions for 
making this affair a noteworthy 
success. Controllers should set 
down the dates—September 29, 
30, October 1, New York City. 








Other Recent Publications 


CONTROLLERS 


_ INSTITUTE OF AMERICA 


“Controllership: Its Functions and 
Technique.” A book, 134 pages, 
by John H. MacDonald. A careful 
presentation of the status of Con- 
trollership today. Published, Au- 
gust, 1940. 
1940 134 pages $2.00 

“War Problems of Business As the 
Controller Sees Them.” A report 


of the discussions of a group of 


one hundred controllers, in Con- 
ference January 5, 1940. 
1940 72 Pages $1.25 


“Suggestions for Improvement in the 
Federal Tax Laws and the Admin- 
istration Thereof.” Report of the 
Committee on Cooperation with 
the Treasury Department, of The 
Controllers Institute of America. 
October, 1939 20 Pages $1.00 

“Budget Methods and Procedures of 
Manufacturing Companies.” A re- 
port of a Conference of Control- 
lers. 

June, 1939 40 Pages $1.00 

“Interpretations of the Fair Labor 
Standards Act.” A report of a 
Conference of Controllers. 
November, 1938 24 Pages 75¢ 


Earlier Publications 
(Still in Print) 
“Budgeting for Control.” An address 
by Henry D. Minich, Chairman of 
Research 
1932 


Council. 


16 Pages 25¢ 


“Appraisals and Property Account- 
ing.” Address delivered to New 
York members by Harold Vinton 
Coes, of Ford, Bacon & Davis, Inc. 


1932 12 Pages 50¢ 
Year Books 

1932, 1933, 1934, (1935 and 1936 

out of print) 1937, $2.00. 1938, 


$2.50. Year Book of 1939, $2.50. 


“The Controller” 


All issues since February, 1934, to 
date, with exception of a few, which 


are out of print. 50¢ Each 


Duties of Controller 


A single sheet, presenting the defini- 
tion by The Controllers Institute of 
America, of the duties of a control- 
ler. Sent free upon request. 
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Editorial Comment 


AN interesting book has been published by the 
American Institute of Accountants entitled ‘Ex- 
periences With Extensions of Auditing Procedure.” 
In announcing publication of this book the Ameri- 
can Institute calls attention to the fact that 1939 
was marked by a critical survey of auditing pro- 
cedure related to inventories, accounts receivable, 
internal check, and auditors reports. It is pointed 
out, also, that in 1940 the resulting extensions of 
auditing procedure were put into operation. Public 
accountants discussed in papers and at round table 
meetings at the annual meeting of the American 
Institute of Accountants, last fall, their experiences 
with these extended procedures. It is these discus- 
sions which constitute the bulk of the publication 
mentioned. 

One of the questions discussed was “How much 
should the auditor rely upon the representations of 
management?” Another question was “Should the 
accountant be present at inventory taking?” Still 
another, “Is the standardization of working papers 
possible and desirable?” 

These are matters in which controllers have as 
deep an interest as public accountants. Some of the 
questions mentioned have been treated in detail in 
articles by controllers which have appeared in this 
magazine, among them the extent to which the 
auditor should rely upon the representations of 
management, and the question of the necessity of 
the accountant being present at inventory taking. 
That controllers and public accountants must work 
in harmony and close cooperation in these matters 
is accepted by both groups. Controllers realize that 
by installing modern systems of internal check and 
control and by adhering to accepted accounting 
principles, the cost of public accounting service to 
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their companies will be materially reduced and at the 
same time the work of the public accountants facili- 
tated, without reducing in any degree the protection 
which both the controller and the public accountant 
must give to stockholders, which is one of the main 
purposes of the work of both groups. 

It has been recognized by the Securities and Ex- 
change Commission and by other authorities both 
public and private that the final responsibility for 
the correctness and completeness of company re- 
ports and financial statements rests upon the control- 
ler, and that the public accountant’s principal duty 
is to assure himself that modern systems of internal 
check and control are in effect and are actually being 
applied by the controller and his staff of accountants 
and auditors. 

Every effort is being put forth both by controllers 
and by public accountants to prevent duplication of 
accounting and auditing work by the two groups, 
without lessening the degree of protection given to 
stockholders. It is to this end that controllers are 
searching always for the most effective systems of 
internal check and control. It is a work which has a 
most important bearing on the future of the Ameri- 
can economy. 


N this issue of “The Controller’ there appears a 
list of the members of The Controllers Institute 
of America who are serving the organization as mem- 
bers of its committees. This is a valuable service, not 
only to controllership but to business in general. 
These men give what time they can, just as do the 
officers of the organization and its national directors, 
and the officers, directors and committee members of 
its twenty-two branches known as Controls, for ad- 
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vancement of controllership as a calling and for im- 
provement of the details of controllership practices 
and procedures. 

The mere fact that The Institute is in existence 
and is operating as an organization devoted to these 
purposes has meant much to business concerns gen- 
erally, in widely varying fields, and to the men who 
as managers of the business enterprises are so hard 
put to it in these trying times to keep their businesses 
alive and moving in the right direction, in the face of 
the many unusual obstacles and restrictions which 
have been encountered and put upon business as a 
whole in the last eight years. 

Management—alert management—has. come to a 
realization of what a well founded controllership 
department can do for a business in conserving and 
protecting its assets and in aiding in the formula- 
tion of policies of a more general character. It is a 
pity that small businesses can not, because of the cost, 
have the advantage of the services of well qualified 
controllers, and must rely on outside professional 
men to attempt to provide those services. Medium 
sized and large companies long ago found it to their 
advantage to provide their managements with well 
equipped controllers, armed with suitable authority 
and carrying well defined responsibilities. Control- 
lers, through their national organization, have met 
their greatly increased responsibilities and have, 
through cooperation with one another, gone a long 
way toward improving controllership practices. It is 
an interesting and significant development in Ameri- 
can business. 


O NE of the groups of members of The Control- 
lers Institute of America—the St. Louis Con- 
trol—staged a worth while study of annual reports 


of companies in March. The members had been 
asked to bring with them to the meeting, copies of 
the annual reports of their companies. The copies 
were made available to the members of the group, 
and the various controllers made comments on the 
reports of their own companies, and asked questions 
concerning specific features of reports of companies 
brought in by fellow members. These analyses of the 
forms of reports brought out the reasons for han- 
dling specific items in a certain way, and directed 
attention to unique points in each report. 

Forms of reports provide an interesting field for 
exploration. An endless amount of useful pointers 
can be brought out. These studies help to make con- 
trollers more helpful to their managements. 


ly appears now that it will be at least several weeks 
fter Easter before any major administration bill 
on Social Security will be introduced. It must wait 
until proposed tax legislation is introduced and 
studied. This is at the wish of President Roosevelt, 
according to Chairman Doughton of the House 
Ways and Means Committee. The President has re- 
quested that this be the Committee’s first order of 
business after the tax measure has been handled. 
This proposed legislation is expected to have an 
important bearing on company employee pension 
and retirement plans, now in existence and pro- 


posed. 


CONTROLLER states that at the end of each 
month he computes the profits of the company 

for the month, and sets aside a share to pay his Fed- 
eral tax bill in 1942, in cash. The percentage? Sixty!!! 











e 
Contents for April, 1941 
PAGE PAGE 
Editorial -Comiments ..4.5o.ercn ax ccceeesie vere eee es 124-125 New Concepts of Accounting Responsibilities.......... 137 
Some Economic After-Effects of the War.............. 126 Brief Items from Here and There of Interest to Con- 
Controller Always Ready to Answer Question, ‘‘How’s trollers and Financial Officers................. 140-141 
. >” ° : > 

WMSINESS 2 Sib chan Coes en de awlnsaie le cleew eal sacs 131 Thirteen Features Fairly Common in Reports to Em- 
Uses of Pension Trust in Handling Retirement Prob- PIOPOES osc oicssinnn saa scameapseeeead as denaadne a4 144 

Ms oR Sirah is a eh aia 133 ; 

' ‘ : ; : Members of SEC Ruled To Be Immune from Suit........ 146 
Public Accountants Disqualified If Indemnified by Client 134 , . 

‘ ‘ 3 Reviews of Recent Business Publications.............. 148 
Public Accountants Publish Second Booklet in Informa- 

oth Seniee oes Sana os sss bo VEE RS MEK ROC Ee ORS 135 Committees for 1941, Controllers Institute of America.. 150 
Tue ContrRoLLER. Published monthly by The Controllers Institute of America. Publication office, American Building, Brattleboro, Vt. Editorial offices, 
One East Forty-second Street, New York, N. Y. Entered as second class matter at the postoffice, Brattleboro, Vermont, September 1, 1937, under 
the act of March 3, 1879. Subscription $4.00 a year. Single copies, 50 cents each. Advertising rate card upon application. The editor will be 
pleased to review manuscripts submitted for publication, but will not be responsible for loss in transit or otherwise. The views expressed in the various 
articles are those of the Authors, not necessarily those of The Controllers Institute of America. ARTHUR R. TucKErR, Editor. 
VotuME IX, No. 4 Copyright, 1941, Controllers Institute of America. Printed in U. S. A. April, 1941 























Some Economic After-Effects of 


It may appear rather premature to 
attempt at this time a consideration of 
the probable economic after-effects or 
consequences of the present war. The 
war itself is of less than two years’ 
duration, and has been waged in an ac- 
tive way less than a year. Its future 
course, scope, intensity, and finally its 
outcome, are unknown and simply can- 
not be answered. More important to 
us, the United States is just entering 
upon a major defense effort, the ulti- 
mate proportions of which, as well as 
the future position of this country in 
the war, are likewise not foreseeable 
at this time. Obviously the after-ef- 
fects of the war will in large measure 
be dependent upon the outcome of the 
present imponderables, and until some 
of these questions are less uncertain, it 
is in many respects little more than 
idle speculation to consider the after- 
effects of the current war at this time. 

In certain respects, however, the con- 
sideration of this problem may indeed 
be timely. A growing number of na- 
tional political and economic policies 
are being formulated, and _ others 
should be in the process of formula- 
tion, upon the bases of certain assump- 
tions regarding post-war conditions. In 
numerous industries and individual 
companies, moreover, increasing atten- 
tion is being given to the probable 
conditions likely to be encountered 
when the war is over. 

If there ever was a need for looking 
ahead in business, that need exists to- 
day. As a minimum, the war and our 
defense program are hastening tech- 
nological changes, substitutions, syn- 
thetics, expansions in capacity, shifts 
in sources of supply and locations of 
markets, and other significant changes 
throughout industry. The record of 
the 1920’s shows rather clearly that 
those companies that waited until the 
last war was over before making any 
plans to meet post-war conditions were 
generally most seriously at a disad- 


the War 


By Richard L. Johnson 


vantage. Management is scarcely meet- 
ing its responsibilities if it fails to look 
beyond the present war. 


MUCH PRESENT “THINKING” ONLY 
SCARE PROPAGANDA 


Unfortunately much of the so-called 
“thinking” about the probable conse- 
quences of the present war is useful 
only as emotional propaganda, often 
for political purposes, and is of little 
aid in, in fact actually interferes with, 
any attempt to arrive at reasonable busi- 
ness judgments. Most of this thinking, 
if it may be called such, is along the 
line that if the ““Axis Powers’’.win, all 
normal business policies, domestic as 
well as international, will be aban- 
doned, due to such dire consequences 
as the complete domination of barter, 
slave-labor production, and totalitarian 
monopolies throughout the world mar- 
kets, requiring corresponding adjust- 
ments in this country. To quote one 
of these sources: 

“There is every indication that a vic- 
torious Germany would form an eco- 
nomic super-state based on conscript 
labor and pitiless exploitation of sub- 
ject groups and that products of the 
regime would be used cold-bloodedly 
at home and abroad for political ends. 
It is naive beyond words to expect that 
such a German European Empire 
would be a decent customer of the 
United States. We would be forced 
to deal with a totalitarian industrial 


Europe employing low-paid labor, and 
to compete with the relatively unde- 
veloped raw material countries.” 

Such argument implies, although it 
is not so dramatically portrayed, that 
defeat of the Axis Powers would re- 
store free trade, opening the world 
markets for our products, return gold 
to its former position of an interna- 
tional medium of exchange, and that 
everything in general would return to 
“normal.” 

Such reasoning should be questioned, 
if for no other reason than that it is 
too simple. No major business prob- 
lem has direct, clear-cut alternatives, 
one of which is wholly unattractive and 
undesirable, while’ the other is unques- 
tionably all to the good. Instead, the 
alternative outcomes of this war, like 
the possible choices in any business de- 
cision, are each a mixture of favorable 
and unfavorable aspects, opportunities 
and discouragements. The fact that a 
major world war is in progress, and 
that we are engaged in a tremendous 
defense program, has already given 
rise to an imposing array of maladjust- 
ments and disruptions, most of which 
will produce repercussions regardless 
of the outcome of the war. It may be 
well to emphasize that this discussion 
is concerned only with economic con- 
siderations, and that as in other busi- 
ness questions and national problems 
much that is economically sound may 
not conform to certain humanitarian 
or social ideals. As we have found 








Mr. Richard L. Johnson, who presented this paper before 
the Chicago Control of The Controllers Institute of America, 
is an economist for one of the large mid-western banks. 

| subjects with which he deals are of consuming interest to con- | 
| trollers who, together with other officers of their companies are | 
looking forward to the years after the war is over, trying to | 
foresee the conditions that will prevail at home and abroad. | 
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during recent years, moreover, much 
that appears pleasant on moral, politi- 
cal, and social principles is economi- 
cally unsound. 


RECENT BACKGROUND SUGGESTS 
PERSISTENT TRENDS 


A brief review of recent years pro- 
vides some perspective for appraising 
the likely effects of the present war. 
The persistent depression of the 
1930's, affecting all major areas in 
the world, and alleviated in an im- 
portant way only when the world en- 
tered upon its huge rearmament pro- 
gram, was only a culmination of the 
maladjustments created or left un- 
solved by the first world war. The 
constant spread of higher tariffs, 
quotas, currency depreciation, and 
other tools of economic nationalism, 
accompanied by pump-priming, social- 
ism, and other internal strains, 
throughout the 1930's were but a re- 
flection of the underlying ills carried 
over from the 1920's and before. There 
was little actual economic recovery 
abroad during the 1920's that was not 
forced or artificial. 

At the conclusion of the last war, 
Europe was reconstructed upon the 
basis of numerous small nations, polit- 
ically sovereign but economically de- 
pendent, requiring substantial in-flows 
and out-flows of raw materials and 
manufactured products for their very 
existence. Yet the two major markets 
in the world, the United States and 
Great Britain, pursued trade policies 
that made it increasingly difficult for 
these small European nations to export 
their only raw material—labor or man- 
power—in the form of manufactured 
goods. 

It will be remembered that upon 
two notable occasions—in 1921, at the 
beginning of the post-war reconstruc- 
tion, and again in 1930, at the outset 
of the world depression—the United 
States raised its tariffs to new record 
levels. Great Britain likewise encour- 
aged a ‘Buy British” trade program, 
culminating in the attempt at an exclu- 
sive inter-empire trade preference sys- 
tem drawn up in Ottawa in 1932. 
Finding access to world markets, par- 
ticularly those in the British Empire 
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and the United States, increasingly dif- 
ficult to attain, a succession of blocked 
currencies, barter, and other devices 
of economic warfare, and finally actual 
military warfare, developed from this 
unbalance. 

It is recognized that the foregoing 
reasoning is open to much debate, at 
least is not popular at the present time. 
Nevertheless, it seems that one is clos- 
ing his eyes to underlying causes and 
maladjustments to think of the present 
war as simply “the world gone mad 
because of a few unscrupulous or 
vicious dictators.” We have found in 
connection with our domestic prob- 
lems that punishing ‘‘whipping boys,” 
such as the banks, the stock and com- 
modity markets, and the speculators, 
while closing our eyes to the underly- 
ing problems, has accomplished little. 
It would also seem that much of the 
current thinking about the war and 
international problems is of the same 
type, and equally unrealistic and un- 
profitable. As applied to the problem 
at hand it would appear that if either 
Britain or the Axis Powers, after win- 
ning the war, recreate an uneconomic 
political structure in Europe, the prob- 
lems of the past two decades will per- 
sist, again giving rise to conditions 
that will ultimately lead to another 
world war. If, on the other hand, 
either victor creates a more economic 
structure throughout Europe, the after- 
effects of the present war will be of 
considerably less disturbing propor- 
tions. 


GENERAL ECONOMIC CONDITIONS 
PROBABLE AFTER WAR 


It is almost a truism that any major 
war is economically weakening. The 
essence of a war, or of a major de- 
fense program, is that substantial 
quantities of raw materials, manufac- 
turing capacity, and man power are be- 
ing devoted to an uneconomic effort 
—uneconomic in that no goods or 
services for rendering consumer satis- 
faction are produced. Consumer needs 
are not only neglected during a war 
or defense program, but substantial 
quantities of goods for consumption, 
and productive facilities for meeting 
consumer needs, are destroyed or al- 
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lowed to depreciate. Any period of 
prolonged warfare or armament rep- 
resents a drain upon an economy, and 
only a nation that is economically 
strong at the outset can come through 
with any semblance of solvency. 

Prior to the last world war the ma- 
jor nations were at or near their peaks 
of economic strength, yet upon its 
termination every participant excep- 
ting the United States and Great Brit- 
ain went through the receiverships of 
inflation. In fact however Britain’s 
position in the world was weakened 
to an extent never recovered, and the 
problems of agriculture, industrial dis- 
location, and public debt and taxation 
in the United States remained as in- 
surmountable difficulties thereafter. 

The nations of the world have be- 
gun this war in a far weaker condition 
than in 1914, from the financial, in- 
dustrial, or any other economic point 
of view. As a result of the incom- 
plete recovery during the 1920's, the 
prolonged depression during the 1930's, 
and the mounting expenditures for 
armaments, social programs, and other 
pump-priming for several years in the 
past, the taxes and indebtedness in 
most countries had risen to new peaks 
at the outset of the current war. Most 
of the present belligerents had been 
driven to defaults on both the interest 
and principal on their foreign obliga- 
tions, had depreciated their currencies 
several times, and had adopted other 
practices that revealed only financial 
and economic strain well before Sep- 
tember, 1939. 


MAJOR MALADJUSTMENTS 


Thus, to a greater extent than ever 
before, the European nations will 
emerge financially and industrially de- 
pleted or bankrupt at the conclusion of 
this war. Their foreign investments, 
formerly a large source of invisible ex- 
port, will have been dissipated in ob- 
taining war supplies, their industrial 
equipment destroyed or worn out, tech- 
nical progress and training having been 
neglected. Many of the foreign mar- 
kets, particularly Canada, South Amer- 
ica, Africa, Australia, and New Zea- 
land, will have been so stimulated 
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industrially that many of the goods for- 
merly obtained from Europe will be on 
a domestic production basis. 

Not only from the point of view of 
manufactured goods, but in the raw 
material aspects, major maladjustments 
and disproportions are likely following 
the present war. On the one hand, 
Europe will need substantial quan- 
tities of food stuffs and industrial raw 
materials, yet will have available little 
foreign exchange for marketable manu- 
factures with which to purchase these 
commodities. The rest of the world, on 
the other hand, will have accumulated 
large surpluses of commodities, and at 
the same time its productive capacity 
for such commodities will have been 
spurred on by the stimulation and dis- 
locations of the war. 

The former world war resulted in 
creation of excess capacity in cotton, 
coffee, sugar, copper, and other com- 
modities, and similar situations are 
likely to result from the present war. 
In fact, the deflationary possibilities of 
large supplies of raw materials avail- 
able at low prices throughout the world 
markets appear greater than the 
“threats” of floods of low-priced man- 
ufactured goods from Europe. 

Finally, regardless of the outcome 
of the war, the population of Europe 
will have been affected in ways that 
suggest important economic conse- 
quences. The “hollow ages’’ resulting 
from the slaughter and postponed mar- 
riages of the last war will be further 
decimated by military losses and mar- 
riage deferment of the present war. 
The educational and technical training 
of large sections of the military and 
civil populations is being neglected, 
suggesting substantial groups of youths 
who will reach maturity unfitted for 
profitable occupation in post-war in- 
dustry and trade. Finally, the extermi- 
nation or scattering of the Jews has re- 
moved the bulk of the capitalistic, 
moneyed “‘risk-takers’’ who played an 
important part in the last post-war re- 
construction of Europe. 


SUPPOSED AxIS AFTER-EFFECTS 
QUESTIONED 


Further light may be shed on the 
probable post-war outlook by consid- 
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ering some of the results that are pop- 
ularly supposed to accompany an Axis 
victory. The theory that low-cost man- 
ufactured goods produced with slave- 
labor will dominate the world market 
may be questioned on several grounds. 
The history of China, India, and our 
own South shows rather clearly that 
slave labor is suited only to the manu- 
facture of a limited variety of goods, 
that well-paid, intelligent labor work- 
ing of its own volition and for definite 
incentives is necessary in the bulk of 
modern manufactures. It is interest- 
ing, as support of this fact, that our 
important export industries—automo- 
biles, iron and steel manufactures, elec- 
trical equipment, and the like—are our 
highest-wage industries; in our low- 
wage industries, such as textiles, shoe 
manufacture, and food processing, our 
exports are of small proportions, and 
tariffs are necessary to keep out foreign 
supplies in normal times. 

Perhaps more important, the strength 
of any industrial nation is dependent 
primarily upon the consuming power 
of its own domestic market, and those 
nations characterized by low wages are 
consequently the least developed indus- 
trially. It may be observed, moreover, 
that the raw material areas of the world 
cannot sell all of their produce in Eu- 
rope, but must continue to sell substan- 
tial quantities to the United States. 
This alone would provide an appre- 
ciable leverage for the sale of our man- 
ufactures in those areas. Finally, since 
it has been the inability to produce 
manufactured goods at prices competi- 
tive to the world markets that has been 
a source of difficulty throughout Europe 
in the past, it seems unlikely that lower- 
cost production will be possible with 
the depreciated equipment available at 
the conclusion of the war. 


SHORTAGE OF RAW MATERIALS? 


The second supposed threat in the 
event of Axis victory is that certain 
important raw materials obtained from 
abroad would be denied the United 
States. It is conceivable that should we 
become an active belligerent in the 
present war, and should Axis domina- 
tion be exercised in the producing areas 
of rubber, for example, the supply of 


this strategic material might well be 
cut off. As a post-war measure, how- 
ever, this seems highly unlikely. The 
economic value of the world supplies 
of rubber, tin, and other foreign-pro- 
duced materials is dependent in a 
large measure upon sales in the im- 
portant United States markets. At 
various times in the past, other nations, 
including Great Britain, have attempted 
to restrict our supplies of these ma- 
terials, with the aim of obtaining 
higher prices. While this is still being 
practiced to an extent by Great Britain, 
these “control” programs have sooner 
or later fallen of their own weight. 
It must not be overlooked, moreover, 
that there are large supplies of mate- 
rials on this hemisphere, such as pe- 
troleum and nickel, which the indus- 
trial areas of Europe will need badly. 
Finally, even assuming that certain raw 
material might become unavailable, the 
rapid strides of synthetic and substitute 
productions must not be overlooked as 
a threat to any attempted monopolies. 

Both of the foregoing arguments are 
combined into a general theory that 
since an Axis-dominated Europe would 
make available such large quantities of 
low-cost manufactures, at the same 
time would be in such need of raw ma- 
terials, its aggregate bargaining power 
would represent a competitive strength 
that the United States would be unable 
to meet, either as a buyer or a seller. 
This may be said, however, of any 
rapidly expanding industrial area at 
any time, regardless of its political or 
economic policies, yet those nations 
which in the past have been the largest 
producers of manufactures and the best 
markets for raw materials—England, 
the Low Countries, and Germany— 
have normally been our best customers 
abroad. Only those areas that have 
produced little in the way of manufac- 
tures and need little in the way of 
raw materials, such as India and the 
Orient, have been among our smaller 
customers. 

This apparent paradox reflects the 
fact that in international trade the 
principle of comparative advantage— 
namely, that nations tend to sell 
abroad, those goods in which compara- 
tive advantage is largest, and to im- 
port those goods in which their com- 








parative production advantage is the 
least—tends to be operative. That is, 
goods may often be imported which 
could actually be produced cheaper at 
home, if a sufficient volume of other 
goods, which can be produced even 
more economically, are sold abroad. 
Thus, the United States can obtain a 
certain quantity of textiles from, say, 
Japan more economically than such 
textiles can be produced at home if 
Japan will accept our automobiles in 
exchange. Unfortunately, due to the 
pressure of groups at home and abroad, 
the principle of comparative advantage 
is allowed to operate to a limited ex- 
tent only. 


ASSUME BRITISH AFTER-EFFECTS 
DOUBTFUL 


By the same token that many of the 
threats of Axis domination may be 
questioned, the assumed or implied 
post-war results in the event of British 
victory may also be doubted. The ini- 
tial and underlying economic position 
of the British Isles resulted from the 
advantages accompanying the Indus- 
trial Revolution of the late 1700’s and 
the 1800's. With the substitution of 
steam power for man power and iron 
for wood and stone, the British Isles 
became the processor of raw materials 
for the Empire and much of the rest of 
the world. There was a constant pres- 
sure to break away from this situation, 
beginning with our own Revolutionary 
War, a tendency which attained only 
limited proportions, however, until 
the former world war. During and 
after the prior world war, the tendency 
toward lessened dependence upon the 
British Isles was accelerated, as Canada, 
Australia, and other sections of the 
Empire attained greater economic, as 
well as political, independence. The 
present war appears likely to carry this 
evolution to its ultimate conclusion. 
Local manufacture is being intensified 
throughout the Empire, at the same 
time British investments in local in- 
dustries are being liquidated and re- 
patriated to finance manufactures being 
sent to the British Isles. 

Win or lose, then, it would appear 
that the industrial, as well as the com- 
mercial and banking, position of the 
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British Isles in respect to the rest of 
the Empire, as well as the rest of the 
world, will have been considerably re- 
duced at the conclusion of this war. 
Such importance as the Isles will re- 
tain will depend upon the extent to 
which competitive strength in ad- 
vanced technical manufacture, ship- 
ping, insurance, and finance, can be 
attained. Any attempt to recreate arti- 
ficial controls throughout the Empire, 
or to restore Europe to a state of eco- 
nomic dependency appears highly un- 
likely to succeed. Thus, the United 
States cannot rely too strongly upon any 
inevitable reconstruction of the old 
British Empire, or any illusions of 
“normalcy” that are supposed to fol- 
low from British military success. 


PROBABLE IMPLICATION FOR 
UNITED STATES 


It seems quite likely, regardless of 
the outcome, that after the war in- 
tense efforts will be made by all na- 
tions to sell their manufactured prod- 
ucts in the world markets. Then, as in 
the past, the United States will find the 
greatest opportunities in the more ad- 
vanced types of manufacture. There 
will also be a major outflow of raw 
materials seeking markets at low prices. 
It will then become evident, if not be- 
fore, that substantial readjustments are 
necessary in our argicultural sections, 
that most of the markets abroad for 
our farm products are not available in 
quantities and prices that are attractive. 

In brief, after a possible temporary 
replenishment of Europe’s food re- 
quirements, adjustments more realistic 
than the makeshifts of recent years will 
be necessary to reorganize our agri- 
cultural problems. In particular, we 
will have to make major revisions in 
our tariff psychology. Throughout the 
1920's we attempted to sell increasingly 
larger amounts abroad, at the same time 
limit our imports to only those prod- 
ucts, mostly raw materials, which could 
not conceivably be produced at home. 
This one-way trade persisted only be- 
cause we were making substantial 
loans, the proceeds from which were 
used to purchase our exports. When 
these loans were no longer available, 
there were no longer funds either for 
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the purchase of our exports or for the 
payment of interest or retirement of 
the loans. Unless it is intended to 
enter upon another program of large- 
scale lending abroad and unless these 
loans are to prove to have been gifts, 
the United States will be able to ex- 
port substantial quantities only if it 
likewise revises its tariffs downward to 
permit imports of equally large, if not 
larger quantities. 

It will not be possible, moreover, to 
limit these imports merely to those raw 
materials and a few manufactures 
which we are not able or willing to 
produce domestically, but will have to 
include appreciable quantities of com- 
modities in direct competition to cer- 
tain domestic manufacturers and agri- 
cultural producers. It is evident at 
present, for example, that were we will- 
ing to purchase appreciable quantities 
of livestock products, cotton, and 
grains from South America, we could 
immediately create a ‘hemispheric 
solidarity” that would exceed anything 
that our good-will missions, confer- 
ences, and other artificial efforts in this 
direction can accomplish in the next 
decade. 


RELATED TO GOLD SITUATION 


This general problem is, of course, 
closely related to our gold situation. 
At present, far from representing a use- 
less liability, our tremendous gold 
stocks are permitting the financing of 
huge defense deficits at record low 
rates of interest. Following the war, 
these gold stocks will provide us with 
a tremendous leverage with which to 
bargain with whatever group is in con- 
trol of the European economy, as well 
as with the raw material producing 
areas of the world. Again, however, 
in order to utilize this gold most ef- 
fectively it will be necessary that we 
readjust our economy to permit the 
importation of substantial volumes of 
both raw materials and manufactures in 
exchange for our gold. To speak 
bluntly, the degree to which we will 
be able to re-enter the world export 
market, restore international trade upon 
a rational basis, and return gold to its 
former place in international exchange, 
will depend directly upon the degree 
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to which this country is willing to ac- 
cept an era of an “‘unfavorable’’ bal- 
ance of foreign trade. 

In addition to the adjustments which 
this new concept of foreign trade will 
require, our domestic affairs will be 
faced with several other problems. Our 
defense program is probably giving a 
false “‘boom’’ to labor to a greater ex- 
tent than to any other section of our 
economy. Not only as a prerequisite 
to effective competition in the foreign 
markets, but also to prevent disturbing 
maladjustments among the other fac- 
tors of domestic production—capital, 
land, and management—some down- 
ward revision of wage rates, lengthen- 
ing of hours, and a general increase 
in efficiency appear likely post-war es- 
sentials for industrial recovery. There 
will be a number of important indus- 
tries, including machine and tool manu- 
facture, the non-ferrous metals, and 
iron and steel, as well as aircraft and 
ship building, in which productive 
capacity will be found far in excess of 
post-war requirements. 


OUTLOOK FAR FROM PROMISING 


The essence of a defense program 
or war itself is that certain industries 
be expanded far above ordinary re- 
quirements; it is an inevitable conse- 
quence that excess capacity, shrunken 
markets, deficits, and related difficulties 
are in the wake of the preceding war 
efforts. It is an unpleasant fact to face, 
but were policies of “‘business as usual” 
to be abandoned, and the production of 
consumers’ durable goods, such as au- 
tomobiles, refrigerators, and household 
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appliances, reduced to minimum te- 
placement levels, the problems of post- 
war industrial readjustment would be 
substantially less threatening than they 
are likely to be under a continuation of 
present policies. 


FUTURE DEPENDS UPON MAJorR 
READ JUSTMENTS 


In the final analysis, the scope of our 
economic problems during the post- 
war period will depend to a large ex- 
tent upon trends in government finance. 
As a result of the previous world war, 
the level of federal expenditures and 
taxation were raised from below 1 bil- 
lion dollars per year prior to 1917 to 
a fixed level of some 4 billion dollars 
per year during the 1920’s. Federal 
indebtedness, having soared from be- 
low 1 billion dollars to above 26 bil- 
lion dollars, was reduced by only 10 
billion dollars during more than a dec- 
ade of business prosperity. We have 
entered into the present defense pro- 
gram with our federal debt at a new 
all-time high in excess of 45 billion 
dollars, and with federal tax collections 
likewise at an all-time peak, exceeding 
those attained during the last war. If 
the present war results in permanent 
upward revisions in our federal debt 
and taxation in proportion to those of 
the last war, the burden upon our eco- 
nomic system may well be insurmount- 
able." In particular, if large-scale ef- 
forts are made to “cushion” the post- 
war adjustments by continued public 
works, relief, and other federal expen- 
ditures, the outlook for the mainte- 


nance of private enterprise and capi- 
talism is far from promising. 

In summary, the problems and dis- 
locations abroad at the conclusion of 
this war will be of the same general 
nature as those which have followed 
similar upheavals in the past, intensi- 
fied by the fact that the major partic- 
ipants were economically more vul- 
nerable at the outset than in previous 
wars. The longer the present war en- 
dures, and the more its scope and in- 
tensity are extended, the greater will 
be the exaggeration of the post-war 
disturbances. Our dislocations will 
likewise be greater than those follow- 
ing the previous war because we also 
have entered upon our defense pro- 
gram with a carry-over of problems 
from the past decade of depression, 
with our federal finances in an unsatis- 
factory condition, and with less flex- 
ibility and elasticity throughout our 
entire economy. 


Poticies Must BE REVISED 


Notwithstanding the general tone of 
this discussion, the future is not with- 
out hope. The hope lies in the belief 
that, sooner or later, there will be a 
general recognition of the fact that 
present policies and attitudes in regard 
to our tariffs, agriculture, labor, federal 
finances, and a broad list of other eco- 
nomic fundamentals, must be basically 
and thoroughly revised on a more ra- 
tional structure, regardless of the out- 
come of the war. It may well be that 
the shocks and disturbances of the war 
and its after-effects will bring about 
this awakening more quickly and to a 
wider extent. 


Future of Company Pension Plans in Doubt 


Controllers and other company off- 
cers are giving much thought to the 
future of company pension plans. 

It is known that the administration 
at Washington, the Social Security 
Board, and Congress, have in mind 
extending the pension features of the 
Social Security Act, by amendments 
which will in all probability be of- 
fered shortly. 

Just what form the extensions will 
take, and how far they will go, is not 


known. If the pension coverage pro- 
vided by the Social Security Act is 
to become general, revision of com- 


pany pension plans will undoubtedly 


be found to be necessary, to fit them 
in with the coverage provided by the 
government. 

This situation has been studied care- 
fully in past months, but decisions have 
not been arrived at by company man- 
agements, which have as a general rule 
deferred taking action looking to re- 


vision of their present pension systems, 
pending enactment of proposed re- 
visions of the Social Security Act. 

The degree of coverage now pro- 
vided by the Act has brought about 
some changes in company pension sys- 
tems, and it is a foregone conclusion 
that if the coverage given by the Social 
Security Act is extended, further 
changes in company pension plans will 
be made. 
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Controller Always Ready to Answer 
Question, “How’s Business?” 


A description, intended especially 
for the “‘man in the street,” of the 
functions of the accounting depart- 
ment of Monsanto Chemical Company, 
of St. Louis, was written. by Mr. Daniel 
M. Sheehan, controller of that com- 
pany, for “Monsanto Magazine,” the 
monthly magazine published by that 
concern. A portion of that article, 
which was entitled '‘How’s Business?”’, 
is reproduced here. 


During these first days of a new 
year, and especially when national de- 
fense expenditures, taxes and annual 
reports to stockholders are being blown 
about us like a heavy snowfall, a brief 
look is timely, perhaps helpful. 

It is right that the public have its 
curiosity satisfied. As people look 
closely at the multiple operations of 
accounting, there is a growing appre- 
ciation of the task it is to collect, tabu- 
late, analyze and interpret the numeri- 
cal soundings of industry. 

It was all so simple in ‘‘those good 
old days.” All of us could understand 
how the corner grocer kept his books. 
Ever since the earliest business deal- 
ings, men have always had a method of 
reckoning, a sort of you-owe-me-one- 
spearhead-for-two-leopard-skins type of 
figuring. To remember their transac- 
tions they might have scratched them 
on a rock or notched a tree. How- 
ever, that was the beginning of this 
seemingly unfathomable modern ac- 
countancy. As commerce, industry, sci- 
ence and civic life evolved, so did 
accounting. Like the others, it too be- 
came more complex. 

Columns of figures in books took the 
place of marks on leather, and book- 
keeping began. Today bookkeeping is 
only a part, a helpmate of modern ac- 
countancy. Only comparatively few 
ledgers are used by the largest indus- 
tries, and records are being kept on 
punched cards that take F. B. I. minds 
and machines to decipher. 

Yes, accountancy has kept abreast of 
modern efficiency. The machine age 
has entered accounting departments and 


has not taken anything away from the 
manpower. Why? Because the great 
bulk of the tedious adding, subtracting 
and dividing is now almost automatic 
and it frees the modern accountant to 
think and to analyze and interpret 
these calculations for the benefit of 
the management. The bookkeeper of 
Charles Dickens’ day laboriously en- 
tered and added, but he and a hundred 
like him could not have answered ac- 
curately ‘““How’s business today?” if 
he had a behemoth business. 

Today industries’ accounting de- 
partments are called upon, not only to 
keep books, but to forecast, budget, 
determine costs, accumulate statistics 
and to perform many other duties of a 
financial nature. A well-organized ac- 
counting department is like a mammoth 
control system of modern instruments. 
Incoming signals, storm warnings, ceil- 
ings are collected and analyzed, then 
flashed to the officers who direct opera- 
tions. A valuable accountant is able to 
determine at any time where a com- 
pany has been and where it is going. 

The head of a large industry’s ac- 
counting department is called a comp- 
troller (pronounced controller). Ask 
him what he considers to be his re- 
sponsibilities and he will list: 


(1) Responsibility to the executive 
management by reporting periodically 
the operating results and financial 
status of the entire company. 

(2) Responsibility to the operating 
heads to furnish them with accurate 
reports on costs of production, sales, 
inventories, expenses and other useful 
data. 

(3) Responsibility to both execu- 
tive and operating managements in fur- 
nishing forecasts and establishing meth- 
ods of control through budgeting. 

(4) Responsibility for conserving 
the company’s resources. 

(5) Responsibility to the stockhold- 
ers and prospective stockholders in fur- 
nishing them with accurate financial 
information about the company. 
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That looks like a big ticket for the 
accountants to write for themselves, 
doesn’t it? But then the large com- 
pany that knows where it is going, 
from day to day, must have the com- 
plete information and it wants it now. 

In order to get that ledger-eye view 
of accounting, let us get behind Mon- 
santo’s accountants as they finish up 
statistics for the Annual Report of 
1940, and see how this company is 
operated internally and accounted for. 
Monsanto is divided into four oper- 
ating divisions: Organic Chemicals 
(which includes the Rubber Service 
department), Plastics, Phosphate and 
Merrimac. The general managers of 
these operating divisions are respon- 
sible to the Executive Committee of 
the company. All the assets and liabili- 
ties of the company, as well as the 
income and expenses, are allocated to 
these various divisions. Monthly finan- 
cial reports are prepared for these divi- 
sions, containing a balance sheet, a 
profit and loss statement, a statement 
of inventories and other necessary 
financial data. 

Copies of these reports are distrib- 
uted to the heads of the operating divi- 
sions and to each member of the Exec- 
utive Committee. In addition to these 
divisional reports, a complete financial 
report for the entire company is sent 
to the Executive Committee. Not only 
does the chief get the signals from the 
control tower, but all those responsible 
for the proper handling of the indus- 
trial ship have the proper information 
when and as they need it. 

All of us know what forecasting and 
budgeting means, for each well-mean- 
ing family lists them among its New 
Year's first duties. They may fall by 
the deskside in the home, but with 
industry they are religiously followed. 
Forecasting consists of estimating fu- 
ture operating results and financial 
position. Budgeting is the guardian 
that helps to realize those forecasts. 
At Monsanto an attempt is made to 
forecast the net income for one year 
in advance. Even construction expen- 
ditures are forecast for this same length 
of time. It seems as though the modern 
accountant were imitating a soothsayer 
or astrologer, but a year’s forecasting 
is not uncommon in business today. 
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Thorough study of customers’ needs, 
business market conditions and trends 
helps to unearth that will-o’-the-wisp, 
sales. So net income forecasting is 
merely a matter of exact, careful cal- 
culations seasoned with experience and 
common sense. Knowledge of costs, 
selling and administrative expenses that 
enter into this forecasting is mostly a 
matter of experience and a study of 
past accounting records. 

In the matter of that guardian of 
forecasts, the budgets, Monsanto fixes 
these for every department of its plants 
and offices for a year in advance. Only 
in the plant departments do these have 
elasticity. Varying levels of produc- 
tion deviate these from the fixed to the 
flexible type of budget. 

Yes, Monsanto’s accounting depart- 
ment reports to all the company’s de- 
partments throughout the year, in- 
forming each and every department 
head how he stands to date with his 
budget. 

These are not the only reports that 
are made out by Monsanto’s account- 
ants. There are: 

(1) Periodic reports containing 
financial comparisons of Monsanto 
with other companies. 

(2) Monthly reports showing clas- 
sifications of employes by operating 
divisions and departments, which show 
comparisons with previous months. 

(3) Charts depicting the trend of 
wage rates, comparing Monsanto sales 
with the curve of business activity and 
the like. 

(4) Annual and special reports to 
the Securities and Exchange Commis- 
sion and the New York Stock Exchange. 
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(5) Periodic reports setting forth 
the return on investment for each prod- 
uct manufactured. 

(6) Periodic reports regarding busi- 
ness conditions, both with respect to 
the chemical industry and all indus- 
tries, and future prospects. 


And to sum it all up, the Annual 
Report is written by the president to 
the company’s stockholders and em- 
ployees. It takes a year of accumulat- 
ing thousands of figures to make up 
this brief but necessary published re- 
port. 

Do not think that the responsibili- 
ties and duties of an accounting de- 
partment end with those already de- 
scribed, which are the most important 
to the success of the company. The 
government also, both state and fed- 
eral, is ever increasing its demands. 
Today there are 200 different kinds of 
governmental reports that must be 
made out and returned. It takes ap- 
proximately 6,000 man-hours to cal- 
culate and fill out these questionnaires. 
Even Jerry, the tobacconist, is perspir- 
ing a bit more than he was when the 
rusty black notebook was his only 
ledger. He may yet have to hire a 
bookkeeper. 

But we have said little about the 
actual operations of an accounting de- 
partment. Schools of accountancy spend 
years clarifying these to students. Au- 
thors have written libraries on the sub- 
ject. There are 238 people who pro- 
duce the figures and statistics of Mon- 
santo, and they are but a few of those 
who cut a big figure in American in- 


dustry. 


Controllers and Accountants 
Revise Bank Confirmation Form 


A new bank confirmation form, for 
use by public accountants in seeking 
information from banks, has been pre- 
pared by joint action of the National 
Association of Bank Auditors and 
Controllers and the American Institute 
of Accountants. The form previously 
in use was prepared in 1933. 

Efforts are being made to bring 


about general use of the new form by 
public accountants. It is known as 
“Standard Bank Confirmation Form— 
1940.” 

The changes made in the old form 
were inspired by the fact that addi- 
tional information was needed. Then, 
too, there were objections to certain 
wordings. 


The banks themselves welcome a 
standardized form. Deviations from 
it contain implications which are not 
clear. 

A letter addressed to its members, 
by the American Institute of Account- 
ants, says in discussing the new form: 

“The banks point out that the in- 
creasing use of a second request at a 
date different from the audit date, the 
increasing amount of installment paper 
in the small loan and discount classi- 
fications, together with sundry requests 
for other information, have made the 
filling out of requests for confirmation 
an increasingly onerous task. They 
appreciate that the accountant must 
have independent information from 
the bank on all important matters if 
the audit procedure is to be effective, 
and banks, as one of the greatest bene- 
ficiaries of better auditing, are anxious 
to co-operate in every reasonable way. 

“The co-operating committees have 
now agreed upon a form, identified 
as ‘Standard Bank Confirmation Form 
—1940. The new form conforms 
with the requests of the bankers, which 
seemed reasonable to the American 
Institute of Accountants, without, it is 
believed, eliminating provision for 
information which the accountants 
should have.” 


Ten years of service to American 
business by The Controllers Institute 
of America will be reviewed, and plans 
made for the future, in the annual 
meeting September 29, 1941. 





| QUALIFICATIONS 
| FOR INSTITUTE 
MEMBERSHIP 


Membership in the Institute is 
| open to— 

a. Controllers. 

b. Assistant controllers when spon- 
sored by their chiefs. 

c. Persons performing the ac- 
cepted duties of a controller, 
even though they may have 
other titles, or no titles at all. 

Membership is carefully restricted. 

The Institute is composed entirely 

of controllers, except a small num- 
ber of associate members, and was 
formed for the purpose of assisting 
in the study of controllers’ problems 
and technique, and thus make the 
controller more valuable to his com- 
pany. 

The Institute is not allied with, or a 

part of, any other organization. 
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Uses of Pension Trust in Handling 
Retirement Problems 


A pension trust is the most recent 
and modern development in the han- 
dling of the retirement problem for 
certain groups of employees. I will 
discuss some of its advantages that are 
available to a greater extent than they 
are under other methods of providing 
for retirement. 

The retirement problem is as old as 
industry itself. It arises, of course, 
because most individuals live longer 
than they can work, or at least longer 
than they can be economically efficient 
in their work. There have always been 
some kind of plans in effect to take 
care of this problem, that is, if we 
can dignify many of the haphazard 
methods by the term “plans.” 

Employers usually have done some- 
thing about it even though it is only 
to the extent of continuing employ- 
ment for older employees at a rate of 
pay that is greater than the value of 
the services rendered. Employees must 
do something about it or else they be- 
come dependent on others when they 
reach the age at which they can no 
longer earn a living. In other words, 
reserves must be set aside during an 
employee’s active period to take care 
of his inactive period, but there are 
many factors that mitigate against his 
doing this. There is, of course, the 
usual procrastination due to the ap- 
parently more pressing needs of the 
family or for current living expenses; 
there is the investment problem and 
the many unfortunate experiences in 
maintaining the reserve fund intact if 
it is set aside; and, currently, there is 
the serious problem of income taxes 
which for most executives means that 
before they can personally set aside 
any reserve from their income they 
must first pay a sizable tax. 


LIFETIME BASIS OF COMPENSATION 


In view of the above factors relat- 
ing to personal accumulations and be- 
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fore going into the details of a pen- 
sion trust, I would like to point out 
that for the executive group the pen- 
sion trust will be an effective tool in 
providing a sounder basis of compen- 
sation for total services rendered. 
From this point of view it does not 
need to be an item of extra cost to 
the employer. In the case of a great 
majority of executives, their service 
to a company is their life’s work. In- 
stead of receiving maximum compen- 
sation for services rendered during the 
employment period, with indefinite 
and unknown amounts available to 
them when their service is no longer 
economically sound, the basis of com- 
pensation would be for their lifetime; 
that is, a lesser amount during their 
active period, with a guaranteed 
amount of income for life starting at 
their inactive period, together with 
benefits for their families if they so 
desire. 

A pension trust is particularly adapt- 
able to the executive group because of 
the individual characteristics of execu- 
tives. In general, employees in the 
lower-income brackets, say under 
$3,000, are of necessity treated by the 
management as groupable people; the 
type of work, the working conditions, 
pay received, are all more or less stand- 
atdized and also their personal and 
family problems are very similar. 
Hence, a retirement program for 
lower-income employees can usually be 
a standardized product such as the 
group annuity or a private pension 


plan that is simple in its benefits for 
the employees. Social Security benefits 
are fairly consistent for this group and 
the income tax is not a factor with 
most of these individuals. 

Employees in the higher income 
brackets, however, are not groupable. 
They would not be executives if they 
were. They have definite individual 
characteristics, individual methods of 
rendering service to the company, and 
their personal and family problems are 
usually varied and intricate. During 
employment the management gives 
greater consideration to the individuals 
in this group and hence it is sound and 
perhaps necessary to incorporate in a 
retirement program sufficient flexibility 
to take care of the individual needs 
and requirements at retirement or in 
the event of death. 


Trust Must BE SOUND ACTUARILY 


A pension trust must be drafted to 
fit the particular objectives of the em- 
ployer and the employees in each case 
and can be as flexible as is desired. 
The agreement would contain actuarial 
formulas setting forth the maximum 
contributions of the employer or the 
employees or both, such formulas be- 
ing based on the amount of income 
that is desired at retirement age. The 
trust thus becomes actuarially sound 
and will qualify as a valid pension 
trust under the income tax statutes. 

The contributions to the trust can 


(Please turn to page 159) 
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This paper by Mr. Atwood is a summarization of the points 
which he made in an address delivered recently before the New 
England Control, of The Controllers Institute of America. Mr. 
Atwood is of Atwood, Arnold & Company, of Boston. 

Retirement and pension problems are receiving careful study 
This summary will add to their store of cur- 
rent information concerning them. 


—THE EDITOR 
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Public accountants lose their inde- 
pendence and are disqualified from 
certifying statements, in the eyes of the 
Securities and Exchange Commission, 
if a client attempts to protect them by 
entering into an agreement with them 
to indemnify them against losses, claims 
and damages arising out of certification 
of a statement other than as a result 
of their willful misstatements or omis- 
sions. This is made clear in an opinion 
prepared by Mr. William W. Werniz, 
chief accountant of the Commission. 
The opinion: 


Inquiry has been made as to whether 
an accountant who certifies financial 
statements included in a registration 
statement or annual report filed with 
the Commission under the Securities 
Act of 1933 or the Securities Exchange 
Act of 1934 may be considered to be in- 
dependent if he has entered into an in- 
demnity agreement with the registrant. 
In the particular illustration cited, the 
Board of Directors of the registrant 
formally approved the filing of a regis- 
tration statement with the Commission 
and agreed to indemnify and save 
harmless each and every accountant 
who certified any part of such state- 
ment, ‘from any and all losses, claims, 
damages or liabilities arising out of 
such act or acts to which they or any of 
them may become subject under the 
Securities Act of 1933, as amended, or 
at common law, other than for their 
willful misstatements or omissions.” 

The Securities Act of 1933 requires 
statements to be certified by independ- 
ent accountants and the Securities Ex- 
change Act of 1934 gives the Commis- 
sion power to require that the certify- 
ing accountants be independent. The 
requirement of independence is incor- 
porated in the several forms promul- 
gated by the Commission and is par- 
tially defined in Rule 2-01 (b) of Reg- 
ulation S-X which reads: “The Com- 
mission will not recognize any certified 
public accountant or public accountant 
as independent who is not in fact in- 





Public Accountants Disqualified if 
Indemnified by Client 


dependent. An accountant will not be 
considered independent with respect 
to any person in whom he has any sub- 
stantial interest, direct or indirect, or 


.with whom he is, or was during the 


period of report, connected as a pro- 
moter, underwriter, voting trustee, di- 
rector, officer or employee.” 

This concept of independence has 
also been interpreted in Accounting 
Series Release No. 2 and in several 
stop-order opinions. Accounting Re- 
lease No. 2 reads in part: 

“.. . the Commission has taken the 
position that an accountant can not be 
deemed to be independent if he is, or 
has been during the period under re- 
view, an officer or director of the regis- 
trant or if he holds an interest in the 
registrant that is significant with re- 
spect to its total capital or his own 
personal fortune. 

“In a recent case involving a firm of 
public accountants, one member of 
which owned stock in a corporation 
contemplating registration, the Com- 
mission refused to hold that the firm 
could be considered independent for 
the purpose of certifying the financial 
statements of such corporation and 
based its refusal upon the fact that the 
value of such holdings was substantial 
and constituted more than one per cent. 
of the partner’s personal fortune.” 

In the matter of Cornucopia Gold 
Mines, I S.E.C. 364 (1936), the Com- 
mission held that the certification of a 
balance sheet prepared by an employee 
of the certifying accountants, who was 
also serving as the unsalaried but prin- 
cipal financial and accounting officer of 
the registrant, and who was a share- 
holder of the registrant, was not a cer- 
tification by an independent account- 
ant. 

In the Matter of Rickard Ramore 
Gold Mines, Ltd., 2 §.E.C. 377 (1937), 
an accountant was held to be not in- 
dependent by reason of the fact that he 
was an employee or partner of another 
accountant who owned a large block of 
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stock issued to him by the registrant 
for services in connection with its or- 
ganization. 

In the Matter of American Termi- 
nals and Transit Company, 1 S.E.C. 
701 (1936), conscious falsification of 
the facts by the certifying accountant 
was held to rebut the presumption of 
independence arising from an absence 
of direct interest or employment. 

In the Matter of Metropolitan Per- 
sonal Loan Company, 2 S.E.C. 803 
(1937), it was held that accountants 
who completely subordinate their judg) 
ment to the desires of their client ar 
not independent. 

In the Matter of A. Hollander & 
Son, Inc., Securities Exchange Act of 
1934, Release No. 2777 (1941) the 
Commission held that an accountant 
could not be considered independent 
when the combined holdings of him- 
self, one of his partners, and their 
wives in the stock of the registrant had 
a substantial aggregate market value 
and constituted over a period of four 
years from 114 per cent. to 9 per cent. 
of the combined personal fortunes of 
these persons. It was also held to be 
evidence of lack of independence, 
with respect to the registrant, that the 
accountant had made loans tg, and re- 
ceived loans from, the registrant’s off- 
cers and directors. In the same case, 
the evidence showed that registrant's 
president, over a period of years, had 
used the accountant’s name as a false 
caption for an account on the books 
of an affiliate not audited by such ac- 
countant and that upon learning of 
these facts the accountant protested and 
procured a letter of indemnification in 
connection with such use. It was held 
that this continued use of the account- 
ant’s name, after his protest, and the 
overriding attitude apparently assumed 
by the registrant’s president in this 
matter, constituted additional evidence 
of lack of independence. 

I think the purpose of requiring the 
certifying accountant to be independent 
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is clear. Independence tends to assure 
the objective and impartial considera- 
tion which is needed for the fair solu- 
tion of the complex and often con- 
troversial matters that arise in the or- 
dinary course of audit work. On the 
other hand, bias due to the presence of 
an entangling affiliation or interest, in- 
consistent with proper professional re- 
lations of accountant and client, may 
cause loss of objectivity and impar- 
tiality and tends to cast doubt upon the 
reliability and fairness of the account- 
ant’s opinion and of the financial state- 
ments themselves. Lack of independ- 
ence, moreover, may be established 
otherwise than solely by proof of mis- 
statements and omissions in the finan- 
cial statements. As was said in a re- 
cent opinion of the Commission, In the 
Matter of A. Hollander & Son, Inc., 
supra. 

“We cannot, however, accept the 
theory advanced by counsel for the in- 
terveners that lack of independence is 
established only by the actual coloring 
or falsification of the financial state- 
ments or actual fraud or deceit. To 
adopt such an interpretation would be 
to ignore the fact that one of the pur- 
poses of requiring a certificate by an 
independent public accountant is to re- 
move the possibility of impalpable and 
unprovable biases which an accountant 
may unconsciously acquire because of 
his intimate non-professional contacts 
with his client. The requirement for 
certification by an independent public 
accountant is not so much a guarantee 
against conscious falsification or inten- 
tional deception as it is a measure to 
insure complete objectivity. It is in 
part to protect the accounting profes- 
sion from the implication that slight 
carelessness or the choice of a debatable 
accounting procedure is the result of 
bias or lack of independence that this 
Commission has in its prior decisions 
adopted objective standards. Viewing 
our requirements in this light, any in- 
ferences of a personal nature that may 
be directed against specific members of 
the accounting profession depend on 
the facts of a particular case and do not 
flow from the undifferentiated appli- 
cation of uniform objective standards. 

While Rule 2-01 (b) quoted above 
designates certain relationships that 
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will be considered to negative inde- 
pendence, it is clear from the opinions 
cited that other situations and relation- 
ships may also so impair the objectivity 
and impartiality of an accountant as to 
prevent him from being considered in- 
dependent for the purpose of certifying 
statements required to be filed by a 
particular registrant. 

In the particular case cited the ac- 
countant was indemnified and held 
harmless from all losses and liabilities 
arising out of his certification, other 
than those flowing from his own will- 
ful misstatements or omissions. When 
an accountant and his client, directly 
or through an affiliate, have entered 
into an agreement of indemnity which 
seeks to assure to the accountant im- 
munity from liability for his own neg- 
ligent acts, whether of omission or 
commission, it is my opinion that one 
of the major stimuli to objective and 
unbiased consideration of the problems 
encountered in a particular engagement 
is removed or greatly weakened. 

It may be noted that Section 152 of 
the English Companies Act (1929) 
makes comparable indemnity agree- 
ments void: 

152. Subject as hereinafter pro- 
vided, any provision, whether con- 
tained in the article of a company or 
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in any contract with a company or 
otherwise, for exempting any director, 
manager or officer of the company, or 
any person (whether an officer of the 
company or not) employed by the 
company as auditor from, or indemni- 
fying him against, any liability which 
by virtue of any rule of law would 
otherwise attach to him in respect of 
any negligence, default, breach of duty 
or breach of trust of which he may be 
guilty in relation to the company shall 
be void.” 

Such condition (indemnification) 
must frequently induce a departure 
from the standards of objectivity and 
impartiality which the concept of in- 
dependence implies. In such difficult 
matters, for example, as the determina- 
tion of the scope of audit necessary, 
existence of such an agreement may 
easily lead to the use of less extensive 
or thorough procedures than would 
otherwise be followed. In other cases 
it may result in a failure to appraise 
with professional acumen the informa- 
tion disclosed by the examination. Con- 
sequently, on the basis of the facts set 
forth in your inquiry, it is my opinion 
that the accountant cannot be recog- 
nized as independent for the purpose 
of certifying the financial statements of 
the corporation. 


Public Accountants Publish Second 
Booklet in Information Series 


The American Institute of Account- 
ants is trying to educate the ‘‘average 
citizen” as to the meaning and ob- 
jects of accounting terms. It is a 
praiseworthy undertaking. It is at- 
tacking the problem by publishing a 
Public Information Series of pamph- 
lets, or booklets. The first of these, 
issued about six months ago, was en- 
titled “Accounting and Your Pocket- 
book.’’ Now comes the second in this 
series, entitled ‘Financial Statements: 
What They Mean.” 

In its introductory page this newest 
booklet says: 

‘Financial statements are not simple. 
They cannot be simple because they 
report the complex operations of mod- 
ern business. But financial statements 


are not mysterious. They give help- 
ful information to anyone who under- 
stands their fundamental nature and 
purposes and takes the trouble to study 
them. 

“This booklet does not attempt to 
teach accounting in 15 easy pages. It 
does try to give the investor the right 
slant on financial statements, to ex- 
plain to him in non-technical lan- 
guage what to look for in income 
statements and balance-sheets and what 
these important financial statements 
mean. 

“Financial statements present infor- 
mation which every investor should 
have about companies to which he has 
entrusted his savings or to which he 
may entrust them in the future. The 
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effort required to read and understand 
these statements is insignificant in 
comparison with the effort necessary 
to accumulate the savings.” 


Some excerpts from this booklet: 


“Many think that income statements, 
because they are expressed in dollars, pro- 
fess to be exact calculations of profit or 
loss. This is not true. Nor do balance- 
sheets, although they are also expressed 
in dollars profess to show with mathe- 
matical exactitude the financial position 
of a company. 

“ ‘Profit’ during any given period and 
‘financial position’ at any given time de- 
pend in large part upon judgment. The 
presentation of various items in financial 
statements is based upon estimates of such 
factors as the probability that money due 
the company will be collected, the prob- 
ability that the company can obtain a fair 
price for the goods or services which it 
intends to sell, the probable useful life 
of its buildings and machinery. 

“Financial statements, therefore, reflect 
probabilities as well as facts. Human 
judgment and opinion, guided by ac- 
cepted rules and principles of accounting, 
must determine how these probabilities 
shall be expressed. The company’s finan- 
cial officers must exercise judgment in 
preparing financial statements and related 
explanations. The independent certified 
public accountant who examines these 
financial statements must express his pro- 
fessional opinion concerning their ade- 
quacy.” 
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“This pamphlet attempts briefly to ac- 
quaint the investor with a subject which 
is complex but of vital importance to 
him. An effort is made in these conclud- 
ing pages to summarize the principal 
points here presented: 

“1, Financial statements are summaries 
of the accounts and records of an enter- 
prise. 

“2. The income statement, the balance- 
sheet and the surplus statement are the 
financial statements most important to the 
investor. 

“3, The balance-sheet reports the status 
of the enterprise at the end of a com- 
pany’s business year. The income state- 
ment reports operations—income and ex- 
penses—during the year. 

4, Financial statements do not profess 
to show with mathematical exactitude 
either financial position or profit or loss 
of an enterprise, but are based largely 
upon judgment and opinion. 

5. No single figure is a reliable indi- 
cation of a corporation’s success or prob- 
able dividends. 

“6. The value of a share of stock of 
any corporation which expects to remain 
in business ordinarily depends upon the 
earnings of the company, not upon its 
assets. 

“7. Sources of earnings—that is, 
whether they result from basic operations 
of the enterprise or incidental activities— 
are of primary interest to the investor. 

“8. The trend of earnings in recent 
years may be more significant than earn- 
ings reported for any single year. 

“9, ‘Assets,’ ‘liabilities,’ ‘surplus,’ and 
‘reserves,’ as these words are used in bal- 
ance-sheets, have technical meanings 


somewhat different from their ordinary 
meanings in everyday language. 

“10. Balance-sheets are essentially his- 
torical records. Cost, therefore, is the 
primary basis at which assets are stated, 
though current assets are usually carried 
at the lower of cost or market. Fixed 
assets are usually reported at cost. Lia- 
bilities are generally listed at the face 
amounts of the debts. 

“11. Balance-sheets usually include 
among the assets, in addition to cash and 
other property, intangible benefits such 
as goodwill—often listed at nominal 
amounts—payments made in advance and 
deferred costs to be charged against fut- 
ure earnings. 

“2. The presence of surplus or re- 
serves in a balance-sheet has no relation 
to amounts of cash available nor does it 
necessarily suggest that a dividend can 
be paid. 

“13. Footnotes are an integral part of 
financial statements and include impor- 
tant information for the investor. 

“14. The report of the independent 
auditor, which accompanies most pub- 
lished financial statements, expresses his 
professional opinion as to whether or not 
the statements adequately present the earn- 
ings and the status of the company in ac- 
cordance with accepted accounting prin- 
ciples consistently applied.” 


An effort is being made by the 
American Institute of Accountants to 
secure a wide circulation of this book- 
let, and an exceptionally low price has 
been put on it. 


Controllers Provide for Special 
Committee on Defense Problems 


Creation of a Special Committee on De- 
fense Problems was authorized by the 
Board of Directors of The Controllers 
Institute of America at a meeting held 
February 28, 1941. The President of The 
Institute, Mr. Verl L. Elliott, was em- 
powered to name a committee when he 
deems it necessary, of whatever number 
of members of The Institute he feels are 
needed. 

Since October, 1939, The Institute’s 
members and staff have been studying the 
special problems presented by the Euro- 
pean upheaval. At first the problems of 
accounting for assets of foreign sub- 
sidiaries, for foreign profits and losses, 
and particularly for destruction of values 
as property was seized or wrecked, oc- 
cupied the attention of controllers. The 
setting up of reserves for losses, and the 
handling of problems presented by vary- 
ing rates of exchange, were considered 
at length. As a result of these studies a 
general pattern of the procedure to be 
followed was arrived at. 

Controllers compared notes as to the 


procedure for handling these special prob- 
lems which they had arrived at individu- 
ally; representatives of the Securities 
and Exchange Commission were called 
in; and public accountants were consulted. 
It was all very helpful. The first con- 
ference on war problems of controllers 
took place in October, 1939; the second 
such conference was conducted early in 
January, 1940; several smaller conferences 
were held during the spring and summer; 
and an entire session was devoted to this 
subject in the annual meeting of The In- 
stitute last fall. The regional conference 
in April, in New York City, will set aside 
time for a continuation of these studies. 

Today an entirely new set of problems 
confront controllers, largely by reason of 
the vast armament and defense spending 
program on which the government has 
embarked. The paper work alone which 
is involved in government contracts con- 
stitutes a field which is new to many of 
today’s controllers, and this is but one 
phase of the subject. The financial prob- 


lems entailed by expanded operations 
present another batch of situations whose 
handling calls for careful study. There 
are budgeting problems; costs must be 
figured more carefully than ever, provi- 
sion must be made for not only today’s, 
but next year’s taxes. The setting up of 
reserves to carry companies over the in- 
evitable reduction of volume of business 
which will come some day, must claim the 
attention of forward looking controllers. 

The first undertaking in which a Com- 
mittee on Defense Problems might en- 
gage would be to define exactly what the 
new problems are. The cooperation of all 
controllers would be assured for that 
work. Once the problems have been de- 
fined, they can be attacked singly, and 
much valuable information obtained as to 
how individual controllers are handling 
the specific problems. 

There is a big field of work ahead of 
such a committee, which can, if developed 
properly and intensively, be of great as- 
sistance not only to controllers but to 
their managements as well. 
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New Concepts of Accounting 
Responsibilities 


So far as principles are concerned 
there have been no new basic concepts 
of accounting responsibilities devel- 
oped in the past few years. The old 
ones have, perhaps, become more 
sharply defined and have become more 
widely understood and accepted by the 
accounting profession and the public. 
But it must not be forgotten that these 
basic concepts are as old as the profes- 
sion itself. The accountant and audi- 
tor now considers, and has since the in- 
ception of his profession considered, 
that he is responsible for: 

1. Doing his work adequately and sat- 
isfactorily under the circumstances 
of his engagement. 

2. Keeping confidential all informa- 
tion which comes to his knowledge 
except such as third parties are 
specifically entitled to. 

3. Giving those by whom he is em- 
ployed a full and fair statement 
both of the facts and his opinion on 
matters falling within his province. 

4. Making certain that such informa- 
tion as he obtains which is to be 
presented to third parties or to the 
public is a fair statement of fact 
and opinion and is at least as com- 
prehensive as those third parties are 
entitled to. 

5. When requested to do special or un- 

usual work, making sure that such 

work will be of real value to the 
client and that it is within the scope 
of his powers. 

Refusing to undertake or complete 

any work that must be done under 

conditions which will make it im- 

possible for him to fulfil his respon- 

sibilities in a manner satisfactory to 
him. 

Here we have what might be called 

the whole duty of the accountant in 

summary form. 

I believe that there are none of these 
basic concepts which are not expressed 
or implied in the earliest literature of 
the profession. It is true that the em- 
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By Maurice E. Peloubet 


phasis placed on these concepts has 
changed somewhat as compared to 
what it was 30 or 40 years ago. At 
that time there was more stress laid on 
the confidential nature of the account- 
ant’s relation with his client, and some- 
what less stress was put on the ac- 
countant’s responsibility to third parties, 
although at no time was the moral 
responsibility to third parties ignored 
or lost sight of. I think that many 
business men and accountants operat- 
ing, say, in the first ten years of the 
century would be profoundly shocked 
and disturbed at the present demands 
for information to be given to the pub- 
lic or to third parties, particularly pub- 
lic bodies. Some of this was then re- 
garded as not only confidential but 
as almost fatal for competitive reasons 
for any one member of a trade or in- 
dustry to disclose. 

We have arrived at our present con- 
dition of what might be called almost 
complete corporate nudity by slow and 


gradual, if not easy, steps. The cor- 
poration has removed some of its swad- 
dlings of secrecy voluntarily, while 
other veils have been forcibly torn 
away, until we now have the body and 
almost the bones of the corporation ex- 
hibited to the public gaze. Fortu- 
nately, this corporate exposure has 
usually revealed a vigorous and healthy 
body. Occasionally, evidences of mal- 
nutrition, improper diet or unsuspected 
disease have been uncovered, and gen- 
erally these have: been cured or cor- 
rected. This process has been continu- 
ing for a long time, certainly for some 
years before 1933, and it has been 
going on, for the most part, with the 
active help and always with the ap- 
proval of the accounting profession. 


EFFECTS OF MCKESSON & ROBBINS 
CASE 


All of us remember the terrific im- 
pact on the business public and the 








The author of this paper is to be congratulated on his views 
with respect to controllership functions, and their relation to 
the duties and responsibilities of a public accountant. As Mr. 
Peloubet is a vice-president of the American Institute of Ac- 
countants his views may be appraised as being those of his pro- 
fession. Perhaps as one of the leaders of that profession, Mr. 
Peloubet may be a bit more advanced in his thinking than the 
rank and file of its members, but it is encouraging to note that 
the public accountants’ views concerning the duties and re- 
sponsibilities of a controller are gradually coming to conform 
closely with the views of controllers themselves concerning not 
only their own duties and responsibilities, but those of public ac- 
countants as well. 

Mr. Peloubet has written articles for ‘“The Controller’ and 
for ‘’The Journal of Accountancy,” and is the author of ‘Audit 
Working Papers.” 

The paper published on these pages was presented on January 
22, 1941, as a part of a two-day Finance Conference of the 
American Management Association, in New York City. On the 
same program a paper was presented by Mr. Henry C. Perry, of 
Heywood-Wakefield Company, Gardner, Massachusetts, a 
former president of The Controllers Institute of America, which 
was published in the February issue of ‘’The Controller.” 
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accounting profession of the McKes- 
son & Robbins case in December, 1938. 
Just two years later the Securities and 
Exchange Commission, pursuant to an 
order of December 29, 1938, published 
its report. This is a document of 500 
pages and, in form and manner of 
presentation, is an outstanding example 
of report writing. There has been some 
impatience exhibited over the Commis- 
sion’s delay in publishing its report 
and criticisms have been made which 
seem, to me at least, unwarranted. The 
great danger after the case “broke” was 
not that it would be hushed up or that 
action would be delayed, but that ill- 
considered rules might be formulated 
or that some other hasty action might 
be taken. 

In any event, the fate of those ac- 
cused of the conspiracy, the leader of 
which had already committed suicide, 
was a matter of small moment com- 
pared to the effect of the case on the 
business and the financial public and 
the accounting profession. There was 
also little danger that the accounting 
profession would fail to recognize the 
seriousness of the situation. In fact, 
the principal accounting organizations 
started consideration of the case almost 
immediately and had arrived at their 
conclusions long before the Securities 
and Exchange Commission had pre- 
sented its final report. It is common 
knowledge that the Commission was in 
close touch with the committees of the 
accounting organizations which were 
working to formulate the statements 
and recommendations the case seemed 
to require, and the views of the Com- 
mission were well, if unofficially, 
known to all those concerned. 

The appearance of the Commission’s 
report now, after the tumult and shout- 
ing—in a literal as well as a meta- 
phorical sense—has died down, should 
not be considered as an anti-climax. It 
is rather a summation of the last two 
years’ work of the Commission and 
the profession. There is little in the 
report which is unexpected, either in 


the subject matter, or the conclusions. | 


The extensions of audit procedure ap- 
proved by the American Institute of 
Accountants, the New York State So- 
ciety of Certified Public Accountants 
and many of the other state societies 
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are recognized as desirable by the Com- 
mission and their conclusions on spe- 
cific auditing procedures are in har- 
mony with them. Many other bodies, 
Stock Exchanges, the National Asso- 
ciation of Cost Accountants, the Na- 
tional Association of Manufacturers, 
the Controllers Institute of America, 
Credit Men’s Associations, The Rob- 
ert Morris Associates and other sim- 
ilar groups have given their coopera- 
tion to the profession. 


REPORT OF THE COMMISSION 


It would take more time than we 
have at our disposal now to examine 
the Commission’s report exhaustively, 
but some features should be looked at 
particularly. 

On the appointment and responsibil- 
ity of the auditors the Commission has 
this to say: 


. Election of the auditors for the current 
year by a vote of the stockholders at 
the annual meeting followed immediately 
by notice to the auditors of their appoint- 
ment. 

. Establishment of a committee to be se- 
lected from non-officer members of the 
board of directors which shall make all 
company or management nominations of 
auditors and shall be charged with the 
duty of arranging the details of the 
engagement. 

. The certificate (sometimes called short- 
form report or opinion) should be ad- 
dressed to the stockholders. All other 
reports should be addressed to the board 
of directors, and copies delivered by the 
auditors to each member of the board. 

. The auditors should be required to at- 
tend meetings of the stockholders at 
which their report is presented to an- 
swer questions thereon, to state whether 
or not they have been given all the in- 
formation and access to all the books and 
records which they have required, and 
to have the right to make any statement 
or explanation they desire with respect 
to the accounts. 

5. If for any reason the auditors do not 
complete the engagement and render a 
report thereon, they shall, nevertheless, 
render a report on the amount of work 
they have done and the reasons for non- 
completion, which report should be sent 
by the company to all stockholders. 
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In approaching his work with respect to 
companies which file with us or in which 
there is a large public interest, the auditor 
must realize that, regardless of what his 
position and obligations might have been 
when reporting to managers or to owner- 


managers, he must now recognize fully his 
responsibility to public investors by includ- 
ing the activities of the management itself 
within the scope of his work and by report- 
ing thereon to investors. The adoption of 
a program such as that outlined above 
should serve to secure recognition of these 
newly emphasized obligations of the auditor 
to public investors. 


The profession can agree completely 
with the purpose and intent of the 
statement of the Commission. 

The Commission’s views on certifi- 
cates are: 


. . . We are of the opinion that the form 
of the accountant’s certificate should be 
amended to include in addition to the de- 
scription of the scope of the audit a clear 
certification that the audit performed was, 
or was not, adequate for the purpose of 
expressing an independent opinion in re- 
spect to the financial statements. If any 
generally accepted procedures are omitted 
these should be named together with the 
reasons for their omission. Exceptions to 
the scope of the audit or to the accounts 
must be clearly designated as “exceptions.” 


The profession is giving and will 
give these views its most serious con- 
sideration. The Commission’s enlight- 
ened preference for the exercise of 
responsible judgment as opposed to 
following prescribed rules or programs 
is well-expressed in the report: 


We have carefully considered the desir- 
ability of specific rules and regulations gov- 
erning the auditing steps to be performed 
by accountants in certifying financial state- 
ments to be filed with us. Action has al- 
ready been taken by the accounting profes- 
sion adopting certain of the auditing pro- 
cedures considered in this case. We have 
no reason to believe at this time that these 
extensions will not be maintained or that 
further extensions of auditing procedures 
along the lines suggested in this report will 
not be made. Further, the adoption of the 
specific recommendations made in this re- 
port as to the type of disclosure to be made 
in the accountant’s certificate and as to the 
election of accountants by stockholders. 
should insure that acceptable standards of 
auditing procedure will be observed, that 
specific deviations therefrom may be con- 
sidered in the particular instances in which 
they arise, and that accountants will be more 
independent of management. Until experi- 
ence should prove the contrary, we feel 
that this program is preferable to its alter- 
native—the detailed prescription of the 
scope of and procedures to be followed in 
the audit for the various types of issuers of 
securities who file statements with us—and 
will allow for further consideration of vary- 
ing audit procedures and for the develop- 
ment of different treatment for specific types: 
of issuers. 
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The Commission defends the testing 
and sampling method which is the 
usual audit practice in this country. It 
states: 

The inference to be drawn from this posi- 
tion and from statements made by others in 
connection with this case is that a detailed 
audit of all transactions as distinguished 
from an examination based on tests and sam- 
ples would have been necessary to reveal 
the falsification. However, as we view the 
situation in this case, a detailed audit of 
all transactions carried out by the same staff 
would merely have covered a larger volume 
of the same kinds of fictitious documents 
and transactions . . . 

In short, ... failure to uncover the 
gross overstatement of assets and of earn- 
ings in this case should not, in our opinion, 
lead to general condemnation of recognized 
procedures for the examination of financial 
statements by means of tests and samples. 


INVESTIGATION OF NEw CLIENTS 


Throughout, the Commission has 
taken the position that the accountant 
As required to go beyond the books 
and possibly even beyond the proce- 

Autres required under the extensions of 
auditing procedure recommended by 
the various accounting organizations so 
far as the investigation of new clients 
and the relation of a particular client 
to the industry in which he is engaged 
are concerned. This, of course, is noth- 
ing new, but it can hardly be reduced 
to specific procedures or instructions. 
About all that can be said is that suffi- 
cient investigation of a new client 
should be made to satisfy the account- 
ant of his general standing, and the 
accountant should have a sufficient 
knowledge of the trade or industry in 
which the client is engaged to form 
some opinion of the general reason- 
ableness of the transactions which the 
client’s statements purport to cover. 
Just how and to what extent investiga- 
tions of this sort should be made is a 
question of judgment, and it is the sort 
of judgment which must be applied by 
a principal of the firm to each particu- 
lar case. 

In our own firm, I am not sure that 
we could prove by documentary evi- 
dence that we know the personal his- 
tory of any of the officers of our clients. 
On the other hand, I am quite certain 
that some one of our partners could 
give a fair, rough biography of almost 
any important official of the corpora- 
tions which we audit. I would not 
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care to see any specific requirement on 
these points, not because it would ne- 
cessitate more investigation, but be- 
cause it might excuse less. Present audit 
procedures should be sufficient to dis- 
close any fraud or irregularity sufficient 
in amount to affect materially the in- 
tegrity of the accounts arising from the 
acts of subordinates, employees and 
those who do not make decisions of 
policy. 

On the other hand, I do not think 
the business and financial public nor 
those government departments to 
whom corporations may be responsible 
should assume that present audit pro- 
cedures are adequate to detect, in every 
case and within a comparatively short 
time, the results of forgeries or of con- 
spiracy between executive officers or 
between executive officers and out- 
siders. 


DIFFICULT FrAuDs To DETECT 


There are certain situations in which 
it is difficult to think of any audit pro- 
cedure which would detect a fraud 
based on executive conspiracy or for- 
gery. For instance, if an auditor received 
a statement or letter from an existing 
and well-known trust company, over 
the genuine signature of an existing 
officer stating that the trust company 
held certain securities as the property 
of the client company as of the date of 
the audit, and if the auditor verified 
that all interest and dividends on the 
securities had been duly received and 
deposited, it would be difficult to 
imagine what further audit procedures 
could be required. However, under 
these circumstances, it would be quite 
possible, through a conspiracy of al- 
most childish simplicity compared to 
the unbelievably elaborate complica- 
tions of Coster-Musica, that all secur- 
ities covered by the certificate would 
have been stolen some time previous 
to the date of the audit and that the 
fraud could have been concealed for a 
long time after it had been committed. 
All that would be required would be 
for the treasurer of the company and 
the trust officer of the trust company 
to be in collusion. If the securities 
were all bearer bonds they could be 
delivered to the trust officer, the trust 
officer could dispose of them, the treas- 
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urer could deposit in a company ac- 
count the moneys due for interest and 
the trust company officer could prepare 
all the necessary correspondence and 
statements on stationery of the trust 
company over his signature. 

If the securities happened to be 
stocks endorsed in blank by the treas- 
urer, a not unusual method of carrying 
marketable securities, these also could 
easily be disposed of, money for divi- 
dends paid in, and the treasurer of 
the company and the trust officer could 
resign at some convenient date, say, 
just after the audit and could be many 
thousands of miles away before any- 
thing wrong was discovered or the 
fraud could be continued as long as 
the income nominally receivable was 
paid by the conspirators. Examples of 
conspiracy and forgery involving secur- 
ities which no ordinary audit procedure 
would discover could easily be multi- 
plied. 

Fixed assets are not generally thought 
of as particularly good subjects for 
looting, but forgery and executive con- 
spiracy could make away with plant 
and buildings as easily as cash or 
securities could be stolen. Without 
going into all the detail, consider the 
possibility of a mortgage not entered 
on the corporation’s books, the moneys 
for which were received by the officers, 
the possibility of keeping duplicate 
minute books and the comparatively 
simple series of forgeries required to 
divert the proceeds of such a mortgage 
into the hands of the officers. 


KNOWLEDGE OF OFFICIAL’S 
CHARACTER 


How much should be done, what in- 
quiries should be made or can be made, 
as Sir Thomas Browne says “though 
puzzling questions are not beyond all 
conjecture.” For instance, any account- 
ant would possibly hesitate to take up 
the audit of a company the president 
of which was involved in, say, a ques- 
tionable real estate development, who 
had heavy stock market commitments 
and who lived in an expensive and 
ostentatious style. It might not pre- 
vent the accountant from doing the 
work but he would look for different 
things in the audit and his procedure 

(Please turn to page 142) 
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American Statistical Association 
to Meet in New York City 


In the March, 1941, issue of the Ameri- 
can Statistical Association “Bulletin” an- 
nouncement is made that the 103rd An- 
nual Meeting of the Association will be 
held in New York City from Saturday, 
December 27, through Tuesday, Decem- 
ber 30, 1941. The exact location of the 
headquarters will be announced in the 
“Bulletin” as soon as possible. 


New Concepts of Accounting 
Responsibilities Described 


“The New York Certified Public Ac- 
countant” in the March issue publishes an 
interesting article by Maurice E. Pelou- 
bet, certified public accountant, on “New 
Concepts of Accounting Responsibilities— 
From the Point of View of the Account- 
ing Profession.” There appears also a list 
of the successful candidates in the New 
York State certified public accountant ex- 
aminations in October, 1940. 


Report on Cost of Flotation 
of Registered Securities 


In March, The Controllers Institute of 
America received from Washington a 
copy of “Cost of Flotation for Registered 
Securities 1938-1939”—the report of the 
Research and Statistics Section of the 
Trading and Exchange Division to the 
Securities and Exchange Commission. The 
report is based on information and tenta- 
tive interpretation developed by the staff 
of the Research and Statistics Section and 
as such is not an expression of the official 
or unofficial views of the Commission. 


Utility Accountants Meeting in Cincinnati 


The Fifth National Accounting Con- 
ference of the American Gas Association 
and the Edison Electric Institute will take 
place in Cincinnati, April 7 and 8. Many 
members of The Controllers Institute of 
America are serving on the committees 
which prepared the program and made 
the arrangements. Among them are Mr. 
G. H. Bourne, Commonwealth & South- 
ern Corporation, who heads the E. E. I. 
accounting committees, who is one of two 
co-chairmen of the proceedings. Also 
Mr. H. A. Ehrmann, O. H. Ritenour, J. 
A. Williams, A. S. Corson, and F. B. 
Flahive. 

The program made its appearance late 
in March. Emphasis is placed on meet- 
ings of specialized groups which will be 
conducted along informal lines. 





COPIES OF ANNUAL 

REPORTS WELCOMED 
Controllers of many com- 
panies make a practice of 
sending to The Controllers 
Institute of America, copies | 
of the annual reports of their | 
companies, if that does not 
conflict with company policy. 
The Institute is glad to have 
copies of reports for purposes 
of study and research. | 











Dates Ahead for Controllers of Banks 

Dates in which controllers of banks are 
interested are announced in “The Na- 
tional Auditgram,” the publication of the 
National Association of Bank Auditors 
and Controllers, as follows: 

April 18, 19: Ninth Annual Eastern 
Regional Conference, at Boston. 

May 15, 16, 17: Seventh Annual Mid- 
Continent Regional Conference, at Cleve- 
land. 

October 8-11: Seventeenth Annual Na- 
tional Convention; at Chicago. 


Some Things We Did Not Have 
Ten Years Ago 

Here are some things which we did 
not have, or had not begun to use gen- 
erally, as short a time ago as 1929: 

Streamlined trains. Television. Trans- 
oceanic passenger air service. Synthetic 
rubber. Fluorescent lighting. Colored 
home movies. New plywoods, stronger 
than steel. Half a dozen new plastics and 
resins. Polarized glass. Glass building 
blocks. Fiber glass for insulation and tex- 
tiles. Synthetic hosiery replacing silk. 
Synthetic vitamins and hormones. Sul- 
fanilamide and sulfapyridine, drugs that 
kill the deadly streptococcus germs. 

All this in a decade of depression 
years. Inventive genius and business en- 
terprise never stand still, and forge ahead 
in spite of repressive restrictions and 
other obstacles. 


Controllers to Participate 

in Accounting Conference 
An accounting conference is to be con- 
ducted at the University of Pittsburgh by 
the Pittsburgh Chapter of Certified Pub- 


lic Accountants late in April. An invita- 
tion has been extended to the Pittsburgh 
Control of The Controllers Institute of 
America to designate three or four of its 
members to make brief addresses on ‘“‘The 
Accounting Outlook.” 


Survey of Factory Growth 
During Last Forty Years 


A favorable picture of the possibilities 
for expanding America’s manufacturing 
industries for defense is given in a survey 
of factory growth during the last four 
decades, just published by the Public Af- 
fairs Committee, 30 Rockefeller Plaza, 
New York City. The survey, entitled 
“America’s Factories,” was summarized by 
Maxwell S. Stewart from a long-range 
study of American manufacturing indus- 
tries made by the National Bureau of 
Economic Research under a grant from 
the Maurice and Laura Falk Foundation. 

It shows that the output of the manu- 
facturing industries of the United States 
increased by 276 per cent. from 1899 to 
1937. This is an average increase, cover- 
ing good years and bad, of 314 per cent., 
or more than twice the growth in popula- 
tion during the period. The increase is 
considerably larger than had been sup- 
posed on the basis of earlier and less 
complete studies. 

The most spectacular gain was made by 
the automobile industry. This industry, 
which is particularly adaptable to defense 
requirements, increased its output by no 
less than 180,100 per cent. in the thirty- 
eight-year period. Next in line was the 
cigarette industry, with a 4,226 per cent. 
increase. Both the machinery and the 
chemical industries—also vital for na- 
tional defense—enjoyed gains far above 
those of industry as a whole. 

Strikingly enough, the industries which 
forged ahead the most were usually those 
which made the most substantial reduc- 
tion in prices and the greatest technolog- 
ical advance. 

Contrary to popular ideas regarding 
“technological unemployment,” the study 
shows that the “industries which have re- 
duced the amount of labor necessary for 
each article—either by new machines or 
more efficient methods—have increased 
their production so greatly that they have 
actually employed more labor than ever 
before. 

“The automobile industry provides us 
with the most dramatic example of this 
tendency. In 1899 it employed 2,200 men 
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and produced only 3,700 automobiles and 
trucks. Thus it took six men a year to 
turn out ten cars. Thirty years later the 
industry employed 447,000 men and 
turned out 4,360,000 passenger cars and 
820,000 commercial vehicles. With the 
aid of a much larger amount of machin- 
ery, better materials, and improved meth- 
ods, ten cars were produced for every 
man employed—or more than six times 
as many as in 1899. Yet the number of 
men employed in the industry was more 
than two hundred times as large.” 
“America’s Factories” is the fifty-fifth 
of a series of popular, factual, 10-cent 
pamphlets published by the Public Af- 
fairs Committee, 30 Rockefeller Plaza, 
New York City. Another pamphlet in the 
industrial field is “Industrial Price Poli- 
cies,” also by Maxwell S. Stewart, editor 
of the Public Affairs Pamphlet series. 





“AVIATION IN OUR INDUSTRIAL 
FUTURE” 


An address on this subject 
by Mr. William B. Stout will 
be a feature of the program 

| of the Mid-Western Con- 

| ference of Controllers at 

| Detroit on April 21. Mr. 
Stout is an international au- 
thority on aviation. He is a 
Past President of the Society 
of Automotive Engineers, 
1935. His address will be de- 
livered at the dinner which 
will bring the Conference to 
a close. 











Institute Committee Making Study 
of Controllers’ Manuals 


The Committee on Technical Informa- 
tion and Research, of The Controllers In- 
stitute of America, has been making a 
study for more than a year of controllers’ 
manuals—how widely they are used, and 
their form and content. Under the direc- 
tion of the chairman of the Committee, 
Mr. Roy S. Holden, of Public Service 
Company of Northern Illinois, Chicago, 
a tentative draft of the report of the com- 
mittee has been prepared, and has been sent 
to several former Presidents of The Institute 
and members of its Advisory Council, for 
study and comment, prior to final revision, 
and publication late in the summer. 

Commenting on this preliminary draft 
Mr. Henry C. Perry, of Heywood-Wake- 
field Company, Gardner, Massachusetts, a 
former President of The Institute, wrote 
Mr. Holden recently: 


“I have examined with some care the 
preliminary draft of a report prepared 
under your guidance by the Committee on 
Technical Information and Research. Hav- 
ing had considerable experience in our 
company with the issuance of Standard 
Practice Instructions and Accounting 
Manuals, let me congratulate you, first, 
upon a job well done and, secondly, upon 
having the patience necessary to assimila- 
tion of the diversified viewpoints ex- 
pressed by your associates. 

“It seems to me that in all the plans 
submitted by members of your Committee 
there are three underlying objectives: 


“1. Distribution of information. 

“2. Issuance of instructions. 

“3, Presentation of technique supporting 
the accounting plan in use. 

“In a company having branch factory 
and sales office operation, I have con- 
cluded that these three objectives may best 
be met by the following program: 

“1. Bulletins of information covering sub- 
jects of general interest to members 
of branch office staff. 

“2. Bulletins of instruction covering ap- 
plication of rules and regulations to 
company business such as social se- 
curity procedure, interstate sales taxes, 
year-end closing procedure, and the like. 

“3, A complete Accounting Manual for 
staff guidance and preparation of uni- 
form reports to headquarters. 

“These in series offer sufficient flexibil- 
ity as to subject coverage and permit, by 
cross-indexing of bulletin numbers, re- 
vision of instructions without the neces- 
sity of complete disarrangement of origi- 
nal bulletins. 

“Based on our experience, I feel that if 
you confine your report to such general 
objectives and name the manner in which 
controllers meet them in various types of 
industry, the information will be of real 
value to the membership. 

“I think you and the members of your 
Committee have made a real contribution 
to Institute activity, and will be glad to 
see a copy of your finished report.” 

Mr. Perry’s comments give an idea of 
the scope of the report to be made by the 
Committee. 


Another Volume Available of SEC 
Reports and Decisions 

The Securities and Exchange Commis- 
sion announced on March 25 that Volume 
7, Part 1 of its “Decisions and Reports,” 
containing findings and opinions and re- 
ports from April 1, 1940 to June 30, 
1940, has been printed. This volume con- 
tains 78 findings and opinions and 5 re- 
ports under Chapter X of the Bankruptcy 
Act, and may be obtained from the Su- 
perintendent of Documents, United States 
Government Printing Office, Washington, 
D. C., for 65 cents. The Securities and 
Exchange Commission has no copies of 
the above material available for free 
distribution. 


Controller Should Not Attempt 
to Play “Lone Hand” 

From the program of the Eastern Spring 
Conference of Controllers: 

“The controller never faced more grave 
responsibilities than in these days of sud- 
den changes, rapid expansions and sound- 
ings of future developments. 

“Under these conditions controllers 
wisely turn to one another for counsel, 
for guidance, for inspiration, for the 
additional courage and uplift that come 
from mutual interests and common aims 
and problems. 

“No controller can play a lone hand! 

“One who attempts to do so suffers 
from the lack of something that is vital 
to him, and to his successful handling of 
his complex tasks. He works under a 
handicap, at a serious disadvantage as 
compared with controllers who make it 
their business to associate at frequent in- 
tervals with their fellow controllers—to 
compare notes with them, to exchange 
experiences, to listen to authoritative ad- 
dresses, to participate in stimulating dis- 
cussions.” 





INQUIRIES CONCERNING 

INSTITUTE INVITED 
| The Controllers Institute of Amer- 
| ica is a technical, and in a sense a 
| professional organization composed 
of nearly 1,500 controllers of the 
larger corporations of the United 
States. Membership is open to con- 
trollers, and to those performing the 
duties of a controller as defined by 
The Institute, even though the appli- 
cant may have some other title. In- 
quiries are invited. 
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New Concepts of Accounting 

(Continued from page 139) 
would be different from that which 
would be adopted if the president were 
a quiet gentleman interested in noth- 
ing outside of his business but color 
photography and string quartets. Sim- 
ilarly, a man who had worked for one 
corporation all his life and had risen 
to a high office would be differently 
regarded than would a promoter head- 
ing the one successful enterprise of 
the large number he had launched. 

The accountant should know some- 
thing about the policy-making officials 
with whom he deals. The manner of 
acquiring his knowledge and its extent 
is something which must be left to 
his judgment. The fact that executive 
conspiracy and fraud cannot be ex- 
pected to be discovered promptly and 
certainiy by ordinary audit procedures 
is not a reason for disregarding them. 
It is rather a reason for additional 
alertness in the application of ordinary 
procedures but the accounting profes- 
sion must not hold out nor must it 
fallow others to hold out that the ac- 

countant possesses clairvoyant powers 
or that he is doing detective work. 

It should be understood that the 
ordinary audit is performed on the gen- 
eral basis that the auditor has satisfied 
himself that he is dealing with a con- 
cern which is carrying on a genuine 
and legitimate business and that, prima 
facie, its officers are ordinarily capable 
and ordinarily honest and that there 
are not too many deviations from what 
is generally considered to be satisfac- 
tory corporate organization. 

It is here that the functions of the 
public accountant and the controller 
meet. In a properly organized corpora- 
tion, the controller is primarily respon- 
sible for the correctness of the corpora- 
tion’s statements and representations. 
The possibility of fraud in the Coster- 
Musica case was, to some degree at 
least, traceable to the weaknesses of the 

ontroller’s department and to devia- 
tion from now generally recognized 
standards of the controller's duties and 
obligations. 

Present standards of controllership, 
such, for instance, as those held as de- 
sirable by The Controllers Institute in 
its official publications, were certainly 
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not as well-recognized by the business 
and financial public at the time of the 
Coster-Musica case as they are now, 
even though they may have existed in 
the minds of some controllers and cor- 
porate managers. 

If only a small part of the now 
generally recognized responsibilities of 
a controller had been assumed by the 
unfortunate incumbent in the McKes- 
son & Robbins organization, and if 
these responsibilities had been only 
partly carried out, it is inconceivable 
that the discovery of the conditions 
eventually disclosed could have been 
prevented or even greatly delayed. 

The Securities and Exchange Com- 
mission places the primary responsibil- 
ity for the correctness of records, state- 
ments and representations on the 
corporation, which responsibility is 
necessarily exercised through the con- 
troller. Accountants everywhere are 
glad to see signs that more controllers 
are assuming the responsibilities prop- 
erly belonging to them. 

The position of the controller as a 
sort of super-bookkeeper under the 
control and domination of executive 
officers, as was apparently the case in 
Coster-Musica, is, I believe, happily 
becoming more and more a thing of 
the past. 


RESPONSIBLE DIRECTLY TO BOARD 


Ideally—and the ideal is being 
more and more frequently met in prac- 
Foes controller should be respon- 
sible directly to the board of directors. 
Operating and policy-making officials 
should consult with him, but they 
should have no specific authority over 
him, the relation being rather that of 
heads of independent departments. 
This position should bring about fre- 
quent consultation and close coopera- 
tion between the controller and the op- 
erating and policy-making officials, and 
it is to be assumed that in general the 
controller will be able to maintain his 
position without friction or difficulty. 
However, if a time should come when 
there is a definite disagreement be- 
tween the controller and an operating 
or policy-making official, it should be 
the duty of the controller to report 
directly to the board of directors. 


It is both easy and highly beneficial 
to each for the public accountant to 
cooperate with the controller who 
maintains such a position. The con- 
troller has many advantages not gen- 
erally available to the public account- 
ant. He has a detailed knowledge of 
the business, and he is in constant 
contact with its operations. The public 
accountant cannot possibly have such 
close contact. The auditor's function 
in an organization where the control- 
ler carries out his own functions fully 
should be critical and advisory. He 
should cooperate with the controller 
on the scope and organization of in- 
ternal audit work and on internal check 
and control. Obviously, with close co- 
operation between the controller and 
accountant, there will be a minimum 
of lost motion and unnecessary work 
in the audit. 


SOME FUNCTIONS CANNOT OVERLAP 


There are, perhaps, certain compara- 
tively unimportant functions of the 
public accountant and controller which 
overlap. The basic and important ones 
cannot. The controller is responsible 
for the accounting organization of the 
corporation and for the detail opera- ¥. 
tion of internal check control and in- 
ternal audit as well as for the correct- 
ness of statements and representations 
of the corporation on the basis adopted 
by the corporation. The independent 
public accountant is responsible for the J 
review of the basic accounting princi- 
ples employed and for the carrying-out 
of an audit sufficient to give him an 
adequate basis for forming an opinion 
on whether the statements and accounts 
give a generally correct view of the 
corporation’s position and of the ade- 
quacy of internal check, control and 
audit. 

There are probably more new con- 
cepts connected with the function of 
the controller than there are with that 
of the public accountant. However, 
whether they are new or old is of little 
importance. The main point is that if 
the public accountant and the control- 
ler work together successfully, the cor- 
poration’s property will be adequately 
safeguarded and its statements and ac- 
counts will be reliable. 











who hasn’t soloed 








large, extinct, non-flying bird. 


“N0D0" means a cadet 





In the jargon of Army flying men, 
cadets who haven’t yet made a solo 
flight are called “\dodos”— after the 







NO CIPHERS appear on 
the Model M answer dials 
unless they are part of 
actual answer! The an- 
swer, for example, used to 
read 00000040017. Now 
it reads 40017. 


“COMPTOMETER ECONOMY” means 
FIGURES WHILE THEY'RE “HOT” 





















Topay, time is more than 
money—it’s national security! No 
wonder, then, that Comptometer 
adding-calculating machines and 
modern Comptometer methods 
are finding greater favor than ever 
with the leaders of America’s busi- 
ness and industry. 

They know that Comptometer 
machines and methods combine 
high speed in handling vital figure 


work with remarkable first-time 
accuracy (thanks to easier read 
answer dials, and the exclusive 
Controlled-Key safeguard, which 
eliminates operating errors). 

They know Comptometer ma- 
chines and methods are adaptable 
to specific figure-work problems 
—simple or complex. 

May a Comptometer Co. repre- 
sentative show you, in your own 





office, on your own work, why 
*““Comptometer Economy” means 
more figure work in less time at 
lower cost? Telephone him — or, 
if your prefer, write to Felt & 
Tarrant Mfg. Co., 1734 N. 
Paulina St., Chicago, IIl. 


COMPTOMETER 


REG. U.S. PAT. OFF. 


ADDING-CALCULATING MACHINES 
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Thirteen Features Fairly Common 
in Reports to Employees 


An analysis of reports to employees 
made by a number of companies was 
presented by Mr. Irving ]. Hancock, 
of Union Oil Company of California 
to the Los Angeles Control of The 
Controllers Institute of America on 
March 20. Mr. Hancock is assistant to 
Mr. Milton G. Kerr, controller of the 
company, and member of The Insti- 
tute. A summary of what he had to say 
follows: 


A study of management reports to 
employees brings us to two principal 
considerations: Why report to them? 
and, how may it best be done? Under 
the first heading, several questions nat- 
urally suggest themselves: 


I. Wuy REporRT TO THEM 


1. Is it because many employees are 
also stockholders ? If so, they would 
qualify for the regular stockholders’ 
report. 

2. Is it because of a more widespread 
interest in business and economic 
problems? If it is just curiosity, 
there are many excellent textbooks 
available. 

3. Is it because employees are assert- 
ing themselves more actively in com- 
pany affairs ? If so, the answer might 
be given that management cannot 
always bow to arbitrary demands— 
even of its own employees. 

4. Is it to counteract false rumors or 
half-truths about the company by 
furnishing the facts? Perhaps here 
we are coming closer to the true 
reasons which we seek. 

5. Is it part of an effort to ‘‘sell’ the 
company thoroughly to its em- 
ployees and, through them and their 
families, to the public? Clearly, the 
answer is “Yes.” 


This brings us close to the heart of 
the matter, since the question is essen- 
tially one of industrial relations. The 
term “industrial relations’ is intended 
to cover the whole range of dealings 
between employer and employee in a 
modern scientific way. It may be a bet- 
ter term than the term “human rela- 


tions,’ but to me the latter is really 
significant and leads up to an old ax- 
iom, that the better an individual or a 
group understands the principles of 
human relations, the more genuinely 
profitable their activities will be. Those 
who have been most generously hon- 
ored by society appear to have been 
those who best understood these basic 
principles. It seems, then, that we are 
discussing an effort to promote good 
human understanding and better co- 
operation all along the line, which is 
calculated to strengthen the position of 
the employer in his field. 


II. How REPoRT TO EMPLOYEES 


1. Pictures or illustrated lectures. The 
use of motion pictures or illustrated 
lectures has become generally com- 
mon although the limitations of 
geography and cost may prohibit 
such use in many organizations. 

2. Mass meetings of employees. This 
method of dealing with employees 
is doubtless very helpful, but here 
again the limitations mentioned 
above may obtain. 

3. Company magazines, or house or- 
gans. These publications are very 
common in industry today and are 
generally conceded to have some 
morale building value. Usually they 
contain features relating to spare 
time activities of employees and 
their families as well as some fea- 
tures of an educational nature about 
the company. 

. Personal contact by executives with 
workers. Unquestionably the best 
method of “report.” 

5. Special reports to employees paral- 
lelling reports to stockholders. Every 
year we have an increase in the 
number of reports of this kind. 
They are by no means standardized 
—some are issued entirely under 
separate cover and mailed to the 
employee's home; some are com- 
bined with the stockholders’ report 
and distributed to employees, while 
others are included as a special fea- 

. ture in an existing house organ. 


nes 


A perusal of reports issued by rep- 
resentative firms in recent years indi- 
cates about thirteen features fairly 
common to all of them. These common 
features are as follows: 

1. Written in close personal style. 

2. Elementary discussion about stock- 
holder's position, investment per 
job, and the like. 

. Earnings last year. 

. How was customer’s dollar spent. 

. Future outlook. 

. Unusual projects, special plans, 
and the like. 

7. Simplified financial statements. 

8. Use of charts, sketches and pictures. 
9. Technical details of the business. 

10. General problems of the industry. 

11. Discussion of products. 

12. Discussion of research. 

13. Employee welfare plans. 


NM Bb Ww 


Last year’s earnings, the use to which 
the customer’s dollar was put, and sim- 
plified financial statements are con- 
sidered essential to reports of this type. 
Not so numerous are discussions of un- 
usual projects, special plans, and the like, 
which undoubtedly have a very favor- 
able effect on employee psychology. 


WHY CONTROLLER 
SHOULD SUPPORT 
INSTITUTE 


A letter sent recently to a controller, 
inviting him to apply for membership 
in The Controllets Institute of America, 
said, in part: 

‘The officers and members of The Con- 
trollers Institute of America naturally 
feel that all qualified controllers who can 
meet the standards of eligibility to the 
organization should support it by becom- 
ing members. 

“This feeling is accentuated by the ap- 
proach of the Tenth Anniversary of the 
founding of The Institute, which will be 
observed next September. 

“The thought is emphasized, too, by 
the knowledge that the Government's 
Defense Program has thrown the control- 
ler more than ever into the center of ac- 
tivities—has given him more _ responsi- 
bilities and a greater opportunity for 
service than ever. 

“The Institute during these ten years 
has proved its worth in many ways. It has 
a standing of the highest order in Wash- 
ington and in business, economic, and 
technical circles. Its membership of 1,500 
controllers is of the highest grade. Mem- 
bership in it is a mark of prestige and 
standing for any controller.” 








What Wage and Hour Questions Bother You? 


Can we work any people over 40 
hours and not pay overtime? 


Are the records O.K. for inspectors? 
What is a work week? 


Must wage rates be higher on 
Government jobs than on non- 
Government jobs? 


You will find other problems an- 
swered in these chapters of Wage-Hour 
Manual: 


How the Wage-Hour Law operates. 
What businesses come under the Law. 
Where are administrative offices. 
How do they secure enforcement. 


What are working hours and what is 
overtime. 


Just what goes into wages. 

Which industries are above minimum. 
Some occupational exemptions. 

What agricultural workers are exempt. 


Status of employees under union con- 
tracts, 


What are “white collar” employees. 


How to employ learners and _handi- 
capped. 


What are seasonal industries. 


Record forms acceptable to inspec- 
tors. 


Employment of minors. 
What is the Public Contracts Act. 


Doing business under Defense Pro- 
gfam. 


Eight-Hour and Anti-Kickback Acts. 


State Wage and Hour regulations. 





Are any employees exempt from minimum wages? 
What office workers are exempt? 


Can we work overtime this week and give employees time off 
next week? 


Which binds us—o 44-hour union contract or Wage-Hour Law? 


Must employees be paid for waiting time? 


Wage and Hour Manual 


(1941 Edition) 


Wage and hour questions are becoming increasingly important with 
the extension of the staff of field inspectors. A complete manual is a 
handy, sure way to handle problems as they arise. To meet the needs 
of business, and to fill orders from the Wage-Hour Division for the 
training of inspectors, this new and revised Manual has been prepared. 

The 1941 edition of the Wage and Hour Manual cumulates in one 
place all material on the federal regulation of wages and hours. No 
matter what question you have on the Fair Labor Standards Act, Pub- 
lic Contracts Act, Eight-Hour Law or Anti-Kickback Act, this Manual 


will assist you in finding the answer. 


Public Contracts 

For companies doing business with the Federal Government, a sepa- 
rate section deals with the Public Contracts Act, Eight-Hour Law and 
Federal Anti-Kickback Regulation. In addition to the text of these 
laws, all rules and regulations issued under them are printed, and articles 
on such important subjects as ‘emergency exemptions,” “outside work,” 
etc., are treated in full for your information. For the first time a com- 
plete statement of wage and hour requirements in public contracts be- 
comes available. 


10-Days Examination 
The coupon below offers you ten-days free examination of the Man- 
ual in your own office. Find out for yourself how it saves time, assures 
correct interpretation. If your policies are based on information in 
Wage and Hour Manual, you can cite it to the inspector when he raises 
questions. 


SEND FOR YOUR COPY TODAY 


Bureau of National Affairs, Inc. 


2214 M Street, N. W., Washington, D. C. 


Send me the 1941 Edition of Wage and Hour Manual for 10-days free examination. 
( ) $5.00 is enclosed. Or ( ) Send C.O.D. and I'll pay the few extra cents col- 
lection charge. 


titi 








146 


The Controller, April, 1941 


Members of SEC Ruled To Be 


Immune 


The United States Court of Appeals 
for the District of Columbia has af- 
firmed a lower court ruling that mem- 
bers of the Securities and Exchange 
Commission are immune from suit for 
certain acts found to be within the gen- 
eral scope of their authority. 

The action was instituted by J. Ed- 
ward Jones against Joseph P. Kennedy, 
James M. Landis, George C. Mathews, 
three former members of the Com- 
mission, and Robert E. Healy, one of 
the present members. The complaint 
charged a conspiracy to destroy the 
plaintiff's business and sought $1,000,- 
000 damages. 

The Commission, according to an an- 
nouncement which it made recently, 
had refused to allow Jones to withdraw 
a registration statement filed under the 
Securities Act of 1933 after it had 
scheduled a stop order hearing, and 
had sought to enforce a subpoena 
against Jones. The United States Dis- 
trict Court and the Circuit Court of 
Appeals for the Second Circuit, in New 
York, held that the attempt to with- 
draw the registration statement was 
ineffective and entered an order com- 
pelling Jones to appear, testify, and 
produce his books. The United States 
Supreme Court, in a six-to-three de- 
cision, reversed this ruling. 

The Court of Appeals in a ruling 
on March 17 said that “the core of the 
plaintiff's case is the many Commis- 
sion activities in connection with a 
stop order proceeding in which he was 
named respondent.” 

The United States District Court for 
the District of Columbia, the Commis- 
sion’s announcement says further, 
where Jones filed his action for dam- 
ages, had granted the Commission’s 
motion to dismiss his complaint. In 
affirming this ruling, the Court of Ap- 
peals based its decision primarily on 
the general principle that “public offi- 
cers when acting within the scope of 
their authority are immune from suits 
for damages.” The Court found that 
the main course of conduct of which 
the plaintiff complained—the Com- 


from Suit 


mission's action with respect to Jones’ 
registration statement—was within the 
general scope of its authority. The 
Court said: 

“In these allegations, plaintiff's most 
substantial charge is that the defend- 
ants disallowed the request to with- 
draw the registration statement. The 
fact that the Commission misjudged 
the exact confines of its jurisdiction 
over registration statements and _be- 
lieved that it was proper under the par- 
ticular circumstances of a stop order 
proceeding to petition a district court 
to subpoena Jones, to which two Courts 
and three Supreme Court Justices 
agreed, is a long way from acting 
palpably beyond the duties of an office. 
It is the normal, necessary thing for 
an administrative body to make that 
type of determination in the first in- 
stance.” 

The Court also held that “the carry- 
ing out of investigations and the turn- 
ing over of evidence to the Attorney 
General for presentation to a grand 
jury come under the authorized duties 
of the Commission.” 

The Court further held that certain 
acts charged to individual Commis- 
sioners furnish no basis for liability 
in damages; and that alleged acts of 
subordinates were not chargeable to 
the Commissioners, the Court applying 
the general principle that government 
officials are not responsible for the acts 
of subordinates unless they were done 
under the direction of or with the 
approval of officials. 

Chief Justice Groner, and Justices 
Vinson and Edgerton decided the case. 
The opinion was written by Justice 
Vinson. 

Chester T. Lane, general counsel of 
the Commission, and Robert E. Kline, 
Jr., assistant general counsel, repre- 
sented Commissioner Healy and former 
Commissioner Mathews. Mr. Kline 
also represented former Commissioner 
Landis. Orrin K. Knudsen and James 
A. Pike, of the Commission’s general 


counsel's staff, assisted in the prepara- 
tion of the briefs. 

In connection with the contention 
made by Jones that Commission coun- 
sel might not properly represent the 
defendants in this case, the Court said 
“our attention has not been called to 
any statute or rule that prevents at- 
torneys employed by the Commission 
from representing Government off- 
cers sued in their individual capacity 
for acts growing out of or connected 
with their official duties.’ 


ATTRACTIVE PROGRAM 
FOR DETROIT CONFERENCE 


The Fourth Mid-Western Conference of 
Controllers at Detroit on April 21 will 
present a program of exceptional interest. 
“Price Stabilization in the Defense Program” 
will be discussed by Dr. Herbert F. Tag- 
gart, of the Price Stabilization Division of 
the Advisory Commission to the Council of 
National Defense. He is also professor of 
accounting at the University of Michigan. 

Mr. John A. Donaldson, controller of 
Butler Brothers, of Chicago, will speak on 
“Budgeting for Management Use.” 

“Financing Defense’’ will be the subject 
of an address by Dr. W. Randolph Burgess, 
Vice-Chairman of National City Bank of 
New York. He is a Fellow of the American 
Statistical Association, and a Fellow of 
Brown University. He is the author of 
numerous books on finance, also of articles 
in professional journals. 

Mr. Verl L. Elliott, controller of Atlantic 
Refining Company, and President of The 
Controllers Institute of America, will speak 
on “Defense Program Accounting.” 

“Getting Along Together in Industry” 
will be discussed by Mr. Montague A. 
Clark, Manager of Industrial and Public 
Relations of United States Rubber Com- 
pany, Detroit. He is a member of the Leg- 
islative Committee of the Detroit Chamber 
of Commerce, also of various business or- 
ganizations. 

The program is to open with a reception 
Sunday afternoon, April 20. The announce- 
ment of the Conference contains this strik- 
ing paragraph: “Creative work spells suc- 
cess for you and your company. Constructive 
thinking and discussion keeps the trickle of 
fresh thought flowing that prevents stagna- 
tion.” 

All sessions of the Conference will be 
held at the Book-Cadillac Hotel. Mr. John 
E. Hearst, of S. S. Kresge Company, Presi- 
dent of the Detroit Control, is general 
chairman of the committees in charge. Mr. 
Ottmar A. Waldow, of National Bank of 
Detroit, is vice-chairman. 








MEETING THE NEEDS OF THIS HOUR! 








SAFE-KARDEX “60” 


PLANNING, PRODUCTION 
and INVENTORY control rec- 
ords in Safe-Kardex "60" in- 


creases efficiency and keeps to 
a minimum order chasers, trou- 
ble shooters and expensive shop 
interruptions. Fire protection at 
the point of action is a plus 
value. 





INDEX VISIBLE 
Index Visible “MACHINE 
LOADING" records _ instantly 
disclose the number of hours of 
work assigned—by job, to each 
machine or department permit- 
ting balanced "machine loads" 
and unbroken maintenance 
schedules. 





SAFE-FILES 
Establishing centralized or de- 
centralized ENGINEERING and 
SPECIFICATION files in Safe- 
File '60's'"' gives the twin advan- 
tages of fast, convenient filing 
plus protection from fire and 
sabotage at the point of action. 


OW, while National Defense produc- 
tion pressure puts the heat on your 


operations, is the time to tighten up your 
methods and systems. 


Bottlenecks, inefficiency and slackened pro- 
duction have been traced in many case 
histories directly to routines and record 
keeping systems. Remington Rand will put 
the experience of solving these costly prob- 
lems at your disposal. 


On this page are a few of the Remington 
Rand products that will help you simplify 
your record procedures — and meet the 
needs of the hour! 


Whether your record problems are con- 
cerned with Production, Maintenance, In- 
ventory, Personnel, Accounting or Pro- 


Rand has _ solved 


similar problems for other organizations. 


curement, Remington 


Get this experience free! 


Remington Rand Inc. 
BUFFALO °- NEW YORK 


Branches in all principal cities 





FLOOR MODEL 


SAFE-KARDEX “60” 
Many a PERSONNEL problem has been 


eliminated through the fast, visible refer- 
ence feature of Floor Model Safe-Kardex 
"60." Applications and job requisites are 
quickly matched—eliminating "square pegs 
in round holes." It simplifies conforming 
with the new government personnel and 
identification regulations. 


PREPAREDNESS IS THE PRICE OF SECURITY! 











Remington Rand Inc. 


Buffalo, New York 





Branches In All Principal Cities 





SAFE-CABINET 


Safe-Cabinets are ideal for housing invaluable 
PLANS and SPECIFICATIONS that must be 
kept flat, unwrinkled and uncreased to assure 
accurate reading. These units are available with 
any type of interiors —one will just suit your 
need. Fire protection is one, two or four hours. 





KOLECT-A-MATIC 


TOOL CONTROL is inexpensive and rigid 
when Kolect-A-Matic is on the job. Kolect-A- 
Matic assures maximum tool utility with mini- 
mum lost working hours; minimizes tool thefts 
and damage. 





STEEL FURNITURE 


All clerical and executive factory office furni- 
ture, chairs, desks, tables and stools are avail- 
able in steel and aluminum. Furniture that 
will give excellent service, regardless of hard 
usage, and yet costs no more. 


MAIL couron TODAY! 


Remington Rand Inc. 
Dept. CON 441 
Buffalo, New York. 


Send full information and sample forms 





COMMON co ecescdncccacvasétncdansecesenies 
Address 
City and State........ccccccccccccccccccece 

















REVIEWS of Recent Business Publications 


“UNION POLICIES AND INDUSTRIAL 
MANAGEMENT,” by Samuer H. Slichter. 
The Brookings Institution, Washington, 
D.C. 597 pages. $3.50. 

The present state of crisis in the world 
and this country’s increasing part in it 
has once again focused the attention of 
business men, government officials, and 
labor leaders alike on the whole question 
of labor relations. This scholarly and 
authoritative book should aid tremen- 
dously in helping to clarify some of the 
problems surrounding collective bargain- 
ing. Professor Slichter presents a com- 
prehensive discussion of both the content 
and process of collective bargaining ex- 
cept as to wage rates. He writes with a 
wide knowledge gained from many years 
of close association with both workers 
and employers. 

As Professor Slichter points’out in the 
first paragraph, “Collective bargaining 
has two principal aspects. In the first 
place, it is a method of price-making— 
making the price of labor. In the sec- 
ond place, it is a method of introducing 
civil rights into industry, that is, of re- 
quiring that management be conducted 
by rule rather than by arbitrary decision. 
In this latter aspect, collective bargaining 
becomes a method of building up a sys- 
tem of ‘industrial jurisprudence.’ Through 
the institution of the state, men devise 
schemes of positive law, construct ad- 
ministrative procedures for carrying them 
out, and complement both statute law and 
administrative rule with a system of judi- 
cial review. Similarly, laboring men, 
through unions, formulate policies to 
which they give expression in the form 
of shop rules and practices which are 
embodied in agreements with employers 
or are accorded less formal recognition 
and assent by management; shop com- 
mittees, grievance procedures, and other 
means are evolved for applying these 
rules and policies; and rights and duties 
are claimed and recognized. When labor 
and management deal with labor relations 
analytically and systematically after such 
a fashion, it is proper to refer to the 
system as ‘industrial jurisprudence.’ It 
is solely with this second aspect of col- 
lective bargaining that we are concerned 
in the present volume. The price or 
wage-making aspect of collective bargain- 
ing is essentially a separate subject, al- 
though we shall have occasion in later 
chapters to comment on certain points of 
contact between the two phases of col- 
lective bargaining.” 

The book is divided into two parts, 
the first dealing with the content of the 
system of industrial jurisprudence which 
collective bargaining has built up, the 
second part examining the relation of 
this system to the ability of union plants 
to compete with non-union plants, with 
low cost union plants, and with the prod- 
ucts of other industries, and analyzing the 
efforts of unions to deal with the effect 
of competit‘on upon the employment of 
their members in so far as these efforts 


take the form of shop rules and policies 
rather than wage concessions. 

Recognizing that the most promising 
effort of unions in this respect has been 
systematic co-operation with management 
for the purpose of increasing production 
and reducing costs, four outstanding ex- 
periments in union management co-op- 
eration are presented in detail as to 
methods employed, problems encountered 
and results achieved. 

The story of Sidney Hillman’s Amal- 
gamated Clothing Workers in this section 
is proof that intelligent union leadership 
plus an alert co-operative management 
can make labor relations a constructive 
social force rather than a destructive bat- 
tleground. 

It is true, of course, and unfortunately 
so that many unions do not measure up 
to the Amalgamated. In other fields 
union rules may restrict production in 
several ways. They may, for example, 
interfere with the freedom of manage- 
ment to pick the best men available and 
to stimulate efficiency by rewarding supe- 
rior performance and penalizing poor 
performance. 

But the story of Amalgamated shows 
plainly, however, that this phase of the 
problem cannot be solved merely by arbi- 
trarily giving the power to do these things 
to management without regard to the wel- 
fare of those who are unexceptional 
workers. Some means must be found to 
permit management to make reasonable 
and logical rules of performance but at 
the same time the welfare of the less 
efficient worker must be protected. The 
experience of the Amalgamated as set 
forth by Professor Slichter shows that the 
way to do it is by union-management 
cooperation. 

If all unions had been able to develop 
the group of experts capable of giving 
employers an industrial engineering serv- 
ice which the Amalgamated Clothing 
Workers Union has put in the field in 
recent years, the story of labor relations 
over the past two decades might have 
been a different one. 

Members of management dealing with 
labor relations would benefit themselves 
by a careful reading of Professor Slich- 
ter’s study. It should go a long way 
toward providing background material 
for our thinking in this field during the 
difficult and important days ahead. 

Reviewed by Morrison H. WATKINS. 


“THE ORGANIZATION AND FUNC- 
TIONING OF BRANCH BANKING IN 
ENGLAND AND WALES,” by Maurice 
Megrah, secretary of the Institute of Bank- 
ers, London, England. Brochure, 37 pages. 
Free Distribution. 

This booklet deals with the historical 
background and setup today of banking 
in England and Wales. The Big Five 
banks have a total of 8,500 branches, 
serving a population of around 41,000,- 
000. The system is considered particu- 
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larly well adapted to England because of 
the density of population. 

As each bank covers the whole country, 
its risks are spread and it is tied to no 
single industry or trade. The banks are 
not subject to supervision and examina- 
tion by governmental agencies as in the 
United States of America. However, banks 
cooperate closely with the Bank of England 
(and incidentally, with the Treasury) in 
its endeavor to control the currency sys- 
tem in the best interests of the country. 

Branch banking of this magnitude or- 
dinarily calls for a fairly high degree of 
centralization. More recently however, 
due to war conditions, there has been a 
trend toward greater decentralization. 

The main banking organization con- 
sists of Business Control or Banking, 
Domestic Administration, and Account- 
ing. In the rather detailed discussion of 
set-up, reference is made to a controller 
or chief controller, who assists the gen- 
eral manager. 

Reviewed by C. W. BorTon. 


LARGE DECREASE IN STOCK 
TRANSACTIONS 


" The market value of transactions on 
all national securities exchanges for the 
year 1940 was given by the Securities 
and Exchange Commission in a release 
dated January 31, 1941. 

Total sales on all registered ex- 
changes for 1940 amounted to $9,725,- 
989,513, a decrease of 27.1% from the 
total for 1939. Stock sales, excluding 
rights and warrants, had a market value 
of $8,404,029,958, a decrease of 26.4% 
from 1939. Bond sales were valued at 
$1,313,890,805, a decrease of 31.6% 
from 1939. The market value of right 
and warrant sales for 1940 totaled 
$8,068,750. 

The volume of stock sales, exclud- 
ing rights and warrants, for 1940 was 
371,959,844 shares, a decrease of 
19.5% from the 1939 total. Total prin- 
cipal amount of bonds sold was 
$2,080,888,428, a decrease of 19.6% 
from 1939. 

The two leading New York ex- 
changes accounted for 93.8% of the 
market value of all sales, 92.9% of the 
market value of stock sales, and 99.7% 
of the market value of bond sales on 
all registered securities exchanges. 

The market value of total sales on 
exempt securities exchanges for 1940 
amounted to $7,748,895, a decrease of 
10.7% from the total for 1939. 
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ROBERT R. PATTILLO 
Retail Credit Company, Inc., Atlanta, 
Georgia. 

RussELL M. RIGGINS 
Phillips Petroleum Company, Bartlesville, 
Oklahoma. 

JOHN L. VOGEL 
Signode Steel Strapping Company, Chi- 
cago. 

DONALD B. WEBSTER 
The Garlock Packing Company, Palmyra, 
New York. 
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The eagerness with which the business public has received this book testifies to the 
interest that prevails as to what a controller really is, and what he does. The cloudiness 
and loose thinking which prevail concerning the controller and his functions may be 


dispelled by reading the 134 pages of this book. 


It is suggested that controllers obtain extra copies for members of their staffs; they 


will profit from careful study of this work. 


Officers of companies, other than controllers, would undoubtedly welcome the op- 
portunity to read this book; and directors of corporations could clarify their thoughts 
with respect to controllership by acquainting themselves with the contents of its pages. 


It Takes the Mystery Out of Controllership! 


SECTION HEADINGS: 


I: What Is Controllership? IV: Relations of Controllers with Govern- 
mental Bodies. 
II: Functions of the Controller. V: The Controller’s Relation to Company 
Policies and Management. 
III: Relations Between Controllers and Public VI: Controllers’ Reports and Their Interpreta- 
Accountants. tion. 


$2.08 a Copy Including Postage 


Order from 


CONTROLLERS INSTITUTE OF AMERICA 
One East Forty-Second Street New York City 
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FRANCIS J. BRETT 


Death claimed Francis J. Brett sud- 
denly on Sunday, March 23, at his 
home in New Rochelle, N. Y., at 240 
Overlook Road. He took a nap in the 
afternoon and died in his sleep, of a 
heart attack. He was 49 years of age. 

Mr. Brett was vice-president and 
controller of Niagara Hudson Power 
Corporation, of 15 Broad Street, New 
York City. He held various other 
offices in related and subsidiary com- 
panies. 

Mr. Brett was number 216 as a 
member of The Controllers Institute of 
America. He was elected to member- 
ship on September 13, 1933, and dur- 
ing the past seven years had done 
much to advance the interests of con- 
trollership. He presented papers on 
several occasions at annual meetings 
and other affairs, became a member of 
the National Board of Directors of The 
Institute in the fall of 1938, and was 
also a member of the Executive Com- 
mittee at the time of his death. He 
had served on various other commit- 
tees of The Institute from time to time, 
always responding promptly to requests 
to contribute his time and judgment 
to the work of The Institute. 





FRANCIS J. BRETT 


Mr. Brett was born in Rochester, 
New York, attended St. Mary’s Pa- 
rochial School in Niagara Falls and the 
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Niagara Falls High School. During 
the last thirty-three years he had been 
associated with the Niagara Hudson 
Power Corporation or companies now 
its subsidiaries. 

He was assistant treasurer of the 
Niagara Falls Power Company, 1921- 
25; assistant treasurer of the Buffalo, 
Niagara and Eastern Power Corpora- 
tion, 1925-27, and treasurer, 1927-29. 
With the formation of Niagara Hud- 
son Power in 1929 as the parent com- 
pany Mr. Brett became its assistant 
treasurer, advancing to controller in 
1930, then to vice-president, continu- 
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ing as controller in 1936. In Febru- 
ary, 1940, he was elected to the board 
of directors. 

Mr. Brett was a director of the Cen- 
tral Hudson Gas and Electric Corpora- 
tion of Poughkeepsie, New York, a 
vice-president and director of the Ni- 
agara Falls Power Company, treasurer 
and a director of the Utilities Mutual 
Insurance Company, and a member of 
the advisory board of Mount St. Mary’s 
Hospital, Niagara Falls. 

His clubs included the New Rochelle 
Yacht, the Westchester Country of Rye 
and the Bankers of New York. 





A booklet, “FRIDEN 
Effort Savers”, contain- 
ing a story with which 
all who use calculators 
should be familiar, will 


be mailed upon request. 
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NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
-of The Controllers Institute of America, 
held March 26, 1941, the applicants named 
below were elected to active membership 
in The Institute: 


HERBERT L. ADAMS 
Buffalo Athletic Club, Inc., Buffalo. 

N. R. ASHCROFT 
Scott & Bowne, Bloomfield, New Jersey. 

E. W. ATKINSON 
Lion Oil Refining Company, El Dorado, 
Arkansas. 

CLARENCE E. EISENMANN 
George La Monte & Son, Nutley, New 
Jersey. 

JAMES R. FRAZIER 
Southwestern Bell Telephone Company, 
Kansas City, Missouri. 

Epwarp M. KERWIN 
E. J. Brach & Sons, Chicago. 

Myron C. Law 
Frederick & Nelson—A Division of 
Marshall Field & Company, Seattle, 
Washington. 

F. EDWARD MALMBERG 
James Lees & Sons Company, Bridgeport, 
Pennsylvania. 

DUNCAN MERRIWETHER 
Réhm & Haas Company, Inc., Philadel- 
phia. 

H. H. MIEBACH 
A. H. Bull Steamship Company, New 
York City. 

GEorGE E. MYERS 
Ball Brothers Company, Muncie, Indi- 
ana. 

A. F. NorTH 
Allen-Bradley Company, Milwaukee. 

JoHN A. READ 
Peter Cooper Corporations, 
New York. 

C. R. Von GUNTEN 
Dohrmann Commercial Company, San 
Francisco. 

RALPH C. WAMSER 
Cosgrove & Company, Inc., San Fran- 
cisco. 

J. W. Watson 
Shell Oil Company, Incorporated, New 
York City. 


Gowanda, 





_ INSTITUTE MEMBERSHIP 


Election of the applicants 
named above brings the total 
membership of The Control- 
lers Institute of America to 


1,493 











MEETINGS OF CONTROLS 


CONNECTICUT 


Topic: “STATE USE AND SALES 
TAXES” 


Mr. R. S. Jessup of the Scoville Manu- 
facturing Company, Waterbury, was the 
speaker at the monthly meeting of the 
Connecticut Control on March 5. His 
subject was “State Use and Sales Taxes.” 
He had no prepared address, but discussed 
the various state laws concerning this 
subject, thereby provoking a great deal 
of thought for the general discussion 
which followed. President Pendlebury 
presided at the meeting which was held at 
the City Club in Hartford. 


DAYTON 


Topic: “JOB EVALUATION” 


A discussion of “Job Evaluation” was 
held at the monthly meeting of the Day- 
ton Control on March 13 at the Van 
Cleve Hotel. Mr. Nelson O. Scourfield, 
of the Seybold Division of the Harris- 
Seybold-Potter Company, and a member 
of the Control, was the leader. He pre- 
sented some plans which he has developed 
for determining basic pay differentials. 


DETROIT 


Topic: “BUSINESS UNDER TOTALI- 
TARIAN LEADERSHIP” 


An interesting address based on first- 
hand experience was given by Mr. Lewis 
A. Marcus at the monthly meeting of the 
Detroit Control on March 12 at the Hotel 
Statler. Since 1930 he has had charge of 
buying for the S. S. Kresge Company 
throughout continental Europe. During 
his residence in Germany for a period of 
twenty-eight years, Mr. Marcus has seen 
Germany pass from a monarchy to a re- 
public and then to a dictatorship, and has 
been engaged in business under all three 
types of government. He has had an 
opportunity of knowing the difficulties 
encountered by business men in all the 
important industrial countries of Europe. 
The members were exceedingly interested 
in his address on “Business Under To- 
talitarian Leadership.” 


DISTRICT OF COLUMBIA 


Topic: “NATIONAL DEFENSE AND 
WHAT IT MEANS” 

The Program Committee of the Dis- 
trict of Columbia Control secured as a 
speaker for the monthly meeting on March 
25, Professor Arthur A. Verner, Professor 
of Economics in the Foreign Service 
School of Georgetown University. He 
spoke on ‘National Defense and What 
It Means.” He was particularly well qual- 
ified to discuss this subject, and his ad- 
dress complemented that on ‘The Powers 
of the President in Foreign Affairs’ which 
was delivered by Dr. James Lowe at the 
February meeting of the Control. 
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INDIANAPOLIS 


Topic: “NEW LAWS PASSED BY 
THE 1941 LEGISLATURE” 


The subject originally assigned for the 
March meeting of the Indianapolis Con- 
trol was changed to “New Laws Passed 
by the 1941 Legislature and How These 
Laws Affect Your Business.’”” The Pro- 
gram Committee was able to secure as a 
speaker Mr. William H. Book, executive 
president of the Indianapolis Chamber of 
Commerce. He has kept very close to the 
Indiana Legislature and was able to give 
the members a great deal of information, 
and to answer their questions. The meet- 
ing was held on March 26 at the Antlers 
Hotel and was open to guests. 


KANSAS CITY 
Topic: “MONEY AND INFLATION” 


At the regular monthly meeting on 
March 17 at the Kansas City Club, the 
members of the Kansas City Control en- 
joyed a most excellent address on ‘Money 
and Inflation” by Mr. Dale M. Thompson. 
He is vice-president of the City Bond 
and Mortgage Company and has long been 
a student and analyst of business con- 
ditions. Mr. F. Willis Peake, of George 
A. Breon & Company, Incorporated, was 
technical chairman of the meeting. 


LOS ANGELES 


Topic: “FINANCIAL REPORTS TO 
EMPLOYEES” 


The monthly meeting of the Los An- 
geles Control was held on March 20 at the 
University Club. Mr. Milton G. Kerr, 
controller of the Union Oil Company of 
California, a member of the Control, and 
his assistant, Mr. Irving J. Hancock, led 
a discussion on ‘Financial Reports to 
Employees.” This subject is unquestion- 
ably timely and is one to which many con- 
trollers are giving attention. 


MILWAUKEE 


Topic: “DISTRIBUTION COSTS AND 
METHODS OF DISTRIBUTING 
THEM” 

The regular meeting of the Milwaukee 
Control was held on March 11 at the Uni- 
versity Club. The guest speaker was Dr. 
Lyndon Brown, Director of Market Re- 
search, Lord & Thomas, Chicago, and his 
subject was “Distribution Costs and 
Methods of Distributing Them.” 


NEW ENGLAND 
Topic: ‘DEFENSE ACCOUNTING” 


The National President of The Con- 
trollers Institute of America, Mr. Verl 
L. Elliott, was the speaker at the monthly 
meeting of the New England Control at 
the University Club on March 25. His 
subject was “Defense Accounting.” The 
meeting was of unusual interest and a 
large attendance of members was on hand 
to welcome the National President. A 
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INSTITUTE ACTIVITIES 








cordial invitation had been given also 
to non-members of The Institute who are 
controllers or who perform the duties of 
controller in their companies. 


NEW YORK CITY 
NO MARCH MEETING 
At a meeting of the Program Commit- 
tee of the New York City Control it was 
voted to omit the regular monthly meet- 
ing of the Control in March and to con- 
centrate on preparations for the Eastern 
Spring Conference to be held on April 14 
at the Waldorf-Astoria Hotel, New York 
City. 


PHILADELPHIA 


Topic: “DEFENSE ACCOUNTING” 
AND “PRICES AND PROFITS” 

The meeting of the Philadelphia Con- 
trol on March 6 at the Penn Athletic Club 
was designated as Past-Presidents Night. 
President Thomas W. Dinlocker acted as 
chairman and announced that all of the 
previous presidents of the Philadelphia 
Control had had special invitations to at- 
tend this meeting set aside in their honor. 
Messages of regret were read from George 
M. Arisman and Earl D. Page, both of 
whom sent their best wishes to members 
of the Control. Mr. Arthur R. Tucker, 
managing director of The Institute, was 
present and outlined in some detail the 
historical background and the steps taken 
in the organization of The Controllers In- 
stitute of America, and of the New York 
City, Chicago, Pittsburgh, and Philadel- 
phia Controls. Former presidents Daniel 
H. Schultz and Elmer Hart spoke briefly. 

The chairman then presented the princi- 
pal speaker of the evening, Mr. Verl L. 
Elliott, controller of The Atlantic Refin- 
ing Company and national president of 
The Institute. Mr. Elliott was also a 
former president of the Philadelphia Con- 
trol. He addressed the members and 
guests on “Defense Accounting’ and 
“Prices and Profits.” At the conclusion 
of his address, the members by voiced vote 
expressed their appreciation of the ar- 
rangements and their interest in a repe- 
tition of this type of meeting. 


PITTSBURGH 
Topic: “SALES AND USE TAXES” 


Mr. Fred A. Newman, tax agent of 
the Pittsburgh Plate Glass Company, was 
the speaker at the monthly meeting of the 
Pittsburgh Control on March 24 at the 
Hotel William Penn. The subject was 
“Sales and Use Taxes.” Mr. Newman has 
been associated with valuation engineer- 
ing since 1910. In 1936 he became affili- 
ated with the Pittsburgh Plate Glass Com- 
pany in charge of real and_ personal 
property taxes and has done considerable 
work on sales and use tax matters. Be- 
cause of his experience, Mr. Newman was 
well qualified to discuss this subject. 


ROCHESTER 


Topic: “STATE AND LOCAL TAXA- 
TION” 

The monthly meeting of the Rochester 
Control was held on March 26 at the 
Rochester Club. In recent months there 
have been many new interpretations of 
the state tax laws handed down by various 
courts, and since the trend is unmistakably 
toward increased levels by all taxing au- 
thorities, it was of prime importance to 
consider the subject ‘State and Local Tax- 
ation” from all of the various angles. 
Member Donald B. Webster, controller 
of the Garlock Packing Company, Pal- 
myra, New York, was the speaker. He is 
actively engaged in handling this taxa- 
tion problem for his company and was 
well qualified to analyze this situation 
for the members. 


ST. LOUIS 
Topic: “ANALYSIS AND INTERPRE- 
TATION OF ANNUAL STATE- 
MENTS” 

Ten members of the St. Louis Control 
brought to the March meeting of the 
Control copies of the latest annual re- 
ports of their respective companies. Each 
man explained his report and the mem- 
bers were at liberty to question any items, 
a copy of each report having been fur- 
nished every member present. The meet- 
ing was held on March 24 at the Missouri 
Athletic Club, and it was the consensus 
that this open discussion of annual state- 
ments was of great benefit to all. 


SAN FRANCISCO 


Topic: “INTERNATIONAL MONE. 
TARY PROBLEMS” 

The monthly meeting of the San Fran- 
cisco Control was held on March 20 at the 
St. Francis Hotel. The speaker of the 
evening was Professor John B. Condliffe, 
Professor of Economics at the University 
of California, and his subject was “In- 
ternational Monetary Problems.”’ Particu- 
larly in the light of current world condi- 
tions, this subject was a most interesting 
one and was of special importance to con- 
trollers. 


SYRACUSE 


Topic: “WAGE AND HOUR LAW” 

A discussion of the Wage and Hour 
Law was led by Mr. Arthur W. Soine, 
Supervising Inspector, Wage and Hour 
Division, United States Department of 
Labor, at the monthly meeting of the 
Syracuse Control. It was held on March 
18 at the Industrial Club. The meeting 
afforded all members an opportunity to 
obtain straightforward answers to their 
various problems created by the Wage and 
Hour Law. 
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TWIN CITIES 

Topic: PLANT INSPECTION 

The regular meeting of the Twin Cities 
Control! was held on March 4 at the offices 
of the Minnesota Mining and Manufactur- 
ing Company. Mr. R. A. Lee, Powers 
Dry Goods Company, President of the 
Control, called the meeting to order at 
7:45 P.M., and on behalf of the members 
present thanked their host member, Mr. 
H. P. Buetow, and the Minnesota Mining 
and Manufacturing Company for the ex- 
cellent dinner and the opportunity to visit 
their plant and new modern office build- 
ing. By request, Mr. Buetow outlined 
the history of his company and described 
many of the products manufactured and 
the purposes for which they are used. The 
evening was enjoyed by all and proved 
very interesting and instructive. President 
Lee urged members of the Twin Cities 
Control to attend the Mid-Western Con- 
ference of The Institute to be held in 
Detroit on April 21. 


BALTIMORE 


Topic: “MARYLAND INCOME 
TAXES” 

The Baltimore Control held its regular 
monthly meeting on March 12 at the Lord 
Baltimore Hotel. President Arthur R. 
Burbett was the chairman and read sev- 
eral communications from National Head- 
quarters on current matters of importance 
to members. The speaker of the evening 
was Mr. Frank Forestell, a member of the 
Comptroller’s Department of the State 
of Maryland, who addressed the meeting 
on “Maryland Income Taxes—Corpora- 
tion and Individual.” His address was 
extremely interesting, and the discussion 
which followed indicated that the mem- 
bers desired considerable information 
with respect to these two questions. 


BUFFALO 


Topic: “EXPERIENCE IN BOOKLESS 
BOOKKEEPING” 


Mr. Walter S. Corrie, National Gyp- 
sum Company, a director of the Buffalo 
Control, was chairman of the regular 
monthly meeting which was held on 
March 4 at the Park Lane in Buffalo. The 
subject was “Experience in Bookless 
Bookkeeping.” Mr. William H. Wat- 
kins, Hewitt Rubber Corporation, dis- 
cussed the use of the unit system in keep- 
ing accounts receivable records, and Mr. 
R. J. Lowe, F. N. Burt Company, In- 
corporated, discussed the use of this sys- 
tem in keeping accounts payable records. 
Mr. B. D. Black, William Hengerer 
Company, vice-president of the Control, 
discussed the use of punched cards for ac- 
counts receivable records and the prepara- 
tion of customers’ statements. His com- 
pany is reputed to be the first department 
store in the country to handle their ac- 
counts receivable in this way. 


CHICAGO 


Topic: “IF WAR COMES IN THE 
PACIFIC” 

An up-to-the-minute topic and a speaker 
of great prominence brought out a large 
attendance at the March meeting of the 
Chicago Control. It was held on March 
25 in the spacious and beautiful Embassy 
Room of Fred Harvey’s Restaurant. The 
subject was “If War Comes in the Pacific’ 
and the speaker was Mr. Carroll Binder, 
Foreign News Editor of the “Chicago 
Daily News.” Long a foreign correspond- 
ent himself, he has covered Moscow, Lon- 
don, and Rome, and he knows the Far 
East. Only a few weeks ago he returned 
from a first-hand coverage of Australia 
and New Zealand during which he 
studied the precautions taken by those 
two British outposts in the South Pacific. 
Fresh from that investigation, Mr. Binder 
spoke upon the roles Australia and New 
Zealand will play if war comes to the 
South Pacific. 


CINCINNATI 
Topic: PLANT INSPECTION TRIP 
AND ADDRESS, “PERSONNEL 
TESTING AND SELECTION” 

The program of the Cincinnati Con- 
trol meeting on March 11 consisted of a 
plant inspection trip in the afternoon 
through The Procter & Gamble factory 
and at 5:00 P.M. a regular meeting in 
the company’s Administrative and Re- 
search Building. Dr. R. S. Uhrbrock, 
head of the Research Department of the 
Industrial Relations Division of the Proc- 
ter & Gamble Company, spoke on “Per- 
sonnel Testing and Selection.” Dinner im- 
mediately followed the meeting. 


CLEVELAND 
Topic: “SABOTAGE, ESPIONAGE, 
AND THE WORK OF THE F.B.I. 
IN THE INDUSTRIAL FIELD” 
The Program Committee of the Cleve- 
land Control arranged for Mr. L. H. 
Richmond, chief-in-charge of the Federal 
Bureau of Investigation in Cleveland, to 
address the members on March 10 at the 
Hotel Cleveland. The new date was 
necessary because Mr. Richmond could 
not be present on the regular meeting 
date. He spoke on “Sabotage, Espionage, 
and the Work of the F.B.I. in the Indus- 
trial Field” and graciously replied to those 
questions that could be answered within 
the policy of his department. . It was a 
very interesting meeting. 


PERSONAL NOTES 


On January 21, Mr. William J. Magee 
was elected assistant treasurer of The Nor- 
ton Company of Worcester, Massachusetts, 
and shortly thereafter Mr. E. E. McCon- 
nell was named controller, and Mr. Everett 
M. Hicks assistant controller. Messrs. Ma- 
gee and McConnell are members of The 
Controllers Institute of America. 
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Mr. John Sanderson, vice-president and 
director of Sperry Corporation, was elected 
vice-president in charge of finance of Sperry 
Gyroscope Company on April 3, 1941. 
Mr. Sanderson is a member of The Con- 
trollers Institute of America, with certifi- 
cate No. 416. 


NORMAN K. SCHALLER 


Mr. Norman K. Schaller, controller of 
Superior Steel Corporation, of Pittsburgh, 
died early in the morning of April 3, 1941. 
He was an active member of The Control- 
lers Institute of America, and played a 
prominent part in organizing and in the 
work of the Pittsburgh Control. He was 
50 years of age. His certificate of member- 
ship in The Institute was No. 351, his elec- 
tion taking place on October 10, 1934. He 
had become controller of his company but 
a few months prior to that date. 

He graduated from the University of 
Pittsburgh in 1918, where he majored in 
accountancy. From that date until 1934 he 
was associated with one of the leading 
firms of public accountants, as accountant- 
in-charge. He was a native of Pittsburgh. 





Employment 











Controller, or Assistant 


Certified public accountant seeks exec- 
utive position. Varied, seasoned and sub- 
stantial experience in auditing, costs, income 
taxes, systems, reports. Manufacturing, 
wholesale, retail. Executive accountant, 
Buick Motor Company. Staff auditor, Ar- 
thur Andersen & Co. and Haskins & Sells. 
Walton and La Salle University account- 
ing training. Age 42. Married. American 
born. Available now for interview and 
employment. Milwaukee or Wisconsin pre- 
ferred. Confidential. Box No. 366, ‘The 
Controller.” 


Assistant Controller—Accountant 


Age 33—unmarried. Thorough educa- 
tion in general and cost accounting, and 
taxes. Public accounting experience—te- 
organization and_ systems _ installation- 
complete charge bookkeeping, responsibil- 
ity for financial and operating reports— 
credits and collections. Interested more 
in opportunity than in salary. Address No. 
367, “The Controller.” 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 
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PERSONAL NOTES 


Mr. John H. MacDonald of the National 
Broadcasting Company has been elected as- 
sistant treasurer of that company. The action 
was taken at a meeting of the Board of 
Directors held March 7. It was effective 
immediately, and Mr. MacDonald was trans- 
ferred to the staff of the vice-president and 
treasurer. 

Mr. MacDonald, under the direction of 
the vice-president and treasurer, will be re- 
sponsible for the supervisory control of ex- 
penses in the departmental operations of the 
company. He will cooperate with depart- 
ment heads to secure maximum efficiency in 
this direction. Mr. MacDonald will also 
give his attention to the improvement of 
operating procedures and study avenues for 
increasing sales income. He will assist the 
vice-president and treasurer in the handling 
of labor matters and such other special as- 
signments as may be given him from time 
to time. 

Mr. MacDonald has been with the Na- 
tional Broadcasting Company since January, 
1936, serving as budget manager until 
September, 1939, when he became business 
manager of the Radio-Recording Division. 

Mr. MacDonald became a member of The 
Controllers Institute of America on March 
17, 1932. He is a member of its National 
Board of Directors, and is chairman of its 
Committee on Education. He wrote the 
book ‘“Controllership: Its Functions and 
Technique” of which more than three thou- 
sand copies have been circulated since 
September 1, 1940. 


Mr. George C. Claghorn, one of the early 
members of The Controllers Institute of 
America, has become affiliated with the 
American Oerlikon Gazda Corporation, 
Providence, Rhode Island. Mr. Claghorn is 
assistant treasurer of the organization. The 
corporation is engaged in the manufacture 
of anti-aircraft guns. Mr. Claghorn has been 
a member of The Institute since February 
18, 1932, and his certificate of membership 
is Number 59. 


At a recent directors’ meeting the 
Harris-Seybold-Potter Company elected 
George S. Dively, formerly assistant treas- 
urer, as secretary-treasurer. He has been 
associated with this company since 1937 
and was placed in charge of the com- 
pany’s financial department in 1940. A 
graduate of the University of Pittsburgh 
and of the Harvard Business School, Mr. 
Dively has spent the last ten years in 
engineering, production, and financial 
work. Mr. Dively has been a member 
of The Controllers Institute since Novem- 
ber 20, 1939. 


Uses of Pension Trust in Handling 
Retirement Problems 
(Continued from page 133) 
be invested in a general investment 
fund but if this is done the trust would 
have to be operated as a small annuity 
or insurance company. It would be 
particularly involved and complicated 
if the selection of benefits that were 
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permitted the participants under the 
trust were as broad and varied as they 
should be. There would be no real 
guarantee to the participants of their 
expected future benefits and the em- 
ployer would be assuming a responsi- 
bility for the future performance of 
the trust that is usually greater than is 
advisable. 

Under most pension trusts, insur- 
ance companies’ annuity, endowment 
or life insurance contracts are used as 
a medium of investment for the con- 
tributions to the trust. In this way a 
wide variety of types of benefits are 
available to each individual participant. 
In fact the pension trust contracts can 
be coordinated with each individual's 
personal insurance and estate program. 

The individual participant who de- 
sired maximum income for himself at 
retirement age would probably elect to 
have his maximum contribution, or any 
part thereof, invested in the type of 
annuity contract that provides primarily 
income at retirement. The benefits for 
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his family or heirs in the event of his 
death at an early date would not be 
very substantial. 

The participant who has family re- 
sponsibilities or other pressing current 
obligations probably cannot afford to 
have his contribution invested prima- 
rily for his own future benefit at his 
retirement age and hence would elect 
a type of investment contract that con- 
tained an element of insurance pro- 
tection for his family. 

Only by providing that which the 
participant requires to fit his particular 
situation will maximum economy be 
available and in my experience the pen- 
sion trust does just this to a greater 
extent than any other type of plan. 
The conservation of a portion of the 
employee’s annual compensation, and 
any contributions made by the em- 
ployer, results not only from the se- 
cured, regular investment under a 
sound program but from tax savings 
for the employer, the employee and 
his family. 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 


Ford, Bacon & Vavis 


Jncorporated 


Engineers 





Philadelphia - Washington 


NEW YORK, N. Y. 


- Cleveland - Chicago 
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DUTIES OF A CONTROLLER 
As Defined by Controllers Institute of America 


These definitions, except Number 17, were agreed upon and approved by the 
Board of Directors of The Institute, and were promulgated in June, 1933. It 
was one of the earliest important undertakings completed by The Institute, after 
its organization late in 1931. 


(Note: Few controllers perform, or are responsible for, all of the duties listed 
here. In determining eligibility of applicants for membership, The Institute inquires 
as to which of the duties listed the applicant performs, or for which he is responsible, 
through assistants. ) 

1, The installation and supervision of all accounting records of the corporation. 

2. The preparation and interpretation of the financial statements and reports of 
the corporation. 

. The continuous audit of all accounts and records of the corporation wherever 
located. 

. The compilation of production costs. 

. The compilation of costs of distribution. 

. The taking and costing of all physical inventories. 

. The preparation and filing of tax returns and the supervision of all matters 
relating to taxes. 

. The preparation and interpretation of all statistical records and reports of the 
corporation. 

. The preparation, as budget director, in conjunction with other officers and 
department heads, of an annual budget covering all activities of the corpora- 
tion, for submission to the Board of Directors prior to the beginning of the 
fiscal year. The authority of the controller, with respect to the veto of com- 
mitments or expenditures not authorized by the budget, shall, from time to 
time, be fixed by the Board of Directors. 

. The ascertainment currently that the properties of the corporation are prop- 
erly and adequately insured. 

. The initiation, preparation and issuance of standard practices relating to all 
accounting matters and procedures and the co-ordination of systems through- 
out the corporation, including clerical and office methods, records, reports and 
procedures. 

. The maintenance of adequate records of authorized appropriations and the 
determination that all sums expended pursuant thereto are properly accounted 
for. 

. The ascertainment currently that financial transactions covered by minutes of 
the Board of Directors and/or the Executive Committee are properly executed 
and recorded. 

. The maintenance of adequate records of all contracts and leases. 

. The approval for payment (and/or countersigning) all checks, promissory 
notes and other negotiable instruments of the corporation which have been 
signed by the Treasurer or such other officers as shall have been authorized 
by the by-laws of the corporation or from time to time designated by the 
Board of Directors. 

. The examination of all warrants for the withdrawal of securities from the 
vaults of the corporation and the determination that such withdrawals are 
made in conformity with the by-laws and/or regulations established from time 
to time by the Board of Directors. 

. The preparation or approval of the regulations or standard practices required 
to assure compliance with orders or regulations issued by duly constituted 
governmental agencies. 

This list of duties is recommended primarily for use by manufacturing 

com panies. 

A short form of by-law for a corporation, defining the duties of a controller, 

which The Controllers Institute of America recommends for adoption, reads, 

The duties of the controller shall be to maintain adequate records of all 

assets, liabilities, and transactions of this corporation; to see that adequate 
audits thereof are currently and regularly made; and, in conjunction with 
other officers and department heads, to initiate and enforce measures and 
procedures whereby the business of this corporation shall be conducted with 
the maximum safety, efficiency, and economy. He shall attend all meetings 
of the Board of Directors and of the Executive Committee and he shall re- 
port to the President and/or the Board of Directors as said Board of Direc- 
tors may prescribe. His duties and powers shall extend to all subsidiary 
corporations and, so far as the president may deem practicable, to all affiliated 
corporations. 
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President 
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Vice-Presidents 
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F, like so many thousands of execu- 
I tives today, some phase of accounting 
is among your problems, why not avail 
yourself of the services of Underwood 
Elliott Fisher and its nation-wide staff 
of machine accounting specialists? 


This staff not only has available all three 
famous lines of Underwood Elliott Fisher 
Accounting Machines, each in a wide va- 
riety of models, but a library of machine 
accounting data that holds the answer 
to practically every accounting problem 
that ever developed. 

Is it a matter involving the handling of 
accounts receivable or payable? Does it 
concern stock control, billing or order 
writing? Or does it embrace pay rolls and 
the maintenance of records in accord 
with Federal and State requirements? 


Underwood Elliott Fisher not only offers 
the right machine for your purpose but, 
without cost to you, the services of its 
staff of specialists in working with you 
in applying this machine to your business. 
Why not telephone our local Branch or 
write today 


UNDERWOOD ELLIOTT FISHER COMPANY 
One Park Avenue, New York, N.Y. 


Production lines are moving. Factories are in 
high gear. But let us remember that “paper 
work” must keep pace! 


ONE OF MANY UNDERWOOD ELLIOTT FISHER 
ACCOUNTING MACHINE MODELS: 
The famous Elliott Fisher Electric Keyboard Accounting Machine 
with the exclusive flat-writing platen. Adaptable because of its 
great flexibility to any business. Eliminates manual handling of 


} 


carbons. Performs many related operations at a single typing 
Underwood 
Elliott Fisher 
Sundstrand 


ACCOUNTING MACHINES 


Copyright 1941, Underwood Elliott Fisher Company 











VITAL 


MACHINERY OF PRODUCTION [ae 


TO TODAY'S 
PRODUCTION 


MACHINERY OF CONTROL 








As essential as the machinery in the factory 
is the machinery in the office which provides 


executives with vital control figures, such as— 


BUDGETS—Estimates, specifications and commitments 
that precede actual factory production. 


PURCHASING — Purchase orders and vendors’ records 
that speed delivery of parts and materials—prevent 
misunderstandings. 


MATERIAL CONTROL— Requisitions, receiving records, 
stock records that control the flow of materials to 
scheduled rate of output—furnish up-to-the-minute 
statistics and reports. 


LABOR ACCOUNTING—Earnings calculations, wage 
accruals, payroll records that insure prompt payment 
of personnel—provide adequate statistics and reports. 


COST RECORDS—Cost-to-date figures —available every 
day—that provide expense and production controls 
and statistics for review. 


MANAGEMENT FIGURES — Vital figure-facts, statistics 
and reports that permit quick decisions, quick action. 


Today modern Burroughs machines provide every type of required record and figure control in 
less time, with less effort, at less cost. Investigate—telephone the local Burroughs office today. 


BURROUGHS ADDING MACHINE COMPANY -e- 


Jodays Burroughs 


DOES THE WORK IN LESS TIME—WITH LESS EFFORT—AT LESS COST 


DETROIT, MICHIGAN 

















